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@utsreak of Europe’s long-awaited war has 
turned the thoughts of those concerned with petro- 
leum to consideration of the effect of the conflict 
upon their industry. That it will bring about an in- 
crease in consumption, a heavily emphasized demand 
for certain products and some alteration in the routes 
which the flow of oil ordinarily follows is obvious. 
How extensive these changes may be no man, not 
even the best informed, can say because of the many 
uncertainties involved, both as to the duration of the 
struggle and the number of participants that ulti- 
mately may be drawn into it. 

Comparison with earlier contests affords little 
guidance. Until now the world never has experienced 
a large scale motorized war. In 1914~—18 the process 
of mechanization was beginning. Oil played an im- 
portant role—some have called it a decisive role—in 
that conflict. Today its proportionate share in mili- 
tary operations, if not its determining influence upon 
their outcome, has been vastly increased. 

Twenty-five years ago men still marched to battle. 
Now they are conveyed from front to front by fleets 
of swift-moving vehicles. Armed and armored trucks 
have found their place as a weapon of offence. In the 
previous great struggle the tank made its initial ap- 
pearance in the battle lines, an awkward, cumbrous 
traveling fortress. At the present time tanks are of 
many kinds and serve many purposes. Scores if not 
hundreds of the light fast-moving type, the ‘‘mech- 
anized cavalry,’ equipped with airplane engines, 
capable of speeds up to forty or fifty miles an hour 
and burning the grade of fuel required for the air 
service, are attached to every division. Behind them 
come the slower, heavily-armored machines mount- 
ing rapid fire guns or capable of carrying all the 


- materials needed to throw a substantial bridge across 


a good-sized river. In the general military scheme 
the artillery mule and the cavalry steed are almost 
as completely outdated as the shield and spear. 

The strategic importance of railways for the field 
movement of troops and their supplies has greatly 
diminished. In their stead chief reliance is placed 





1939 








WORLD ENTERS FIBST MECHANIZED WAR 


upon broad concreted motor highways over which 
traffic of a more varied nature can move with great- 
er ease and rapidity than was possible for vehicles 
confined to rails. Guns, men, munitions and all the 
wide range of accessory supplies needed by an 
army in action move by mechanized traction, all 
powered by liquid fuel. 


IN THE few weeks that have passed since the 
commencement of hostilities it has been demon- 
strated that this war, to a far greater 
War in extent than its predecessors, is to be 
the Air fought in the air. Both in land and 
sea activities the airplane serves not 
only as the eyes of the army and the fleet, but also 
as their winged hands and feet. In speed, range and 
fighting ability the present ships of the air far ex- 
ceed those of the former world war, and for every one 
in existence then,a hundred or more are ready for 
service now. Power is the life blood of the fighting 
plane. The ship that can move fastest, range farthest 
and gain altitude most rapidly is the one that stands 
the best chance of getting back to its base. Ability 
in all these directions depends not only upon the 
engine but also upon the supply of the highest test 
fuel available. 

All this means that new tactics, new methods of 
attack and defense, will be evolved. Trench warfare 
and protracted siege may still prevail but aside from 
that, military operations will be far more mobile than 
ever before. Every move will be dependent upon the 
use of one or more products of petroleum and the 
consumption of these products will rise to levels 
never before approached once the war gets fairly 
into its stride. High-test aviation fuel for planes, 
ordinary gasoline for surface vehicles, gas oil and 
lubricating oil for Diesels, fuel oil for naval vessels, 
cargo ships and convoys, all will be consumed on a 
scale far greater than in any previous conflict. 

This special wartime demand already has begun 
to make itself felt but its full effect will come into 
play only gradually. Unlike the situation faced in 
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1914, the nations involved in the present war have 
watched its approach and have been preparing for it 
over a fairly long period. Part of this preparation 
has consisted in the accumulation of large supplies 
of many needed materials including oil. Stocks of 
gasoline and other fuels held in storage by the warring 
governments are admittedly large. While their nat- 
ural desire will be to replenish these before severe 
inroads are made this can be done by putting into 
operation tentative arrangements made weeks and 
months ago. 


SURVEY of the situation shows that all the nations 
engaged in fighting will require greatly increased 
quantities of petroleum products. It 
indicates also that oil in the needed 
quantities can be had. The difficulty, 
if difficulty arises, will be in main- 
taining access to the supply and securing its delivery 
to the places where it can be used. Britain and 
France, if they retain control of the sea, will have 
the more advantageous position in this respect. They 
can draw supplies from several directions. If one 
source is closed to them others can be opened. Ger- 
many, shut off from the ocean highways, faces a more 
difficult problem but there are various possible ways 
in which she can reach out for new supplies to re- 
place those on which she has depended in the past. 
These possibilities are discussed in some detail on 
other pages of this issue. 

France and the United Kingdom, in the recent 
past, have obtained a large part of their petroleum 
supplies from Eastern Mediterranean regions, Rou- 
mania and Iraq, and from still further east, Iran and 
Netherlands India. While the direct route, through 
Suez and across the Mediterranean, remains open 
they can continue to receive their customary ship- 
ments and possibly some increased supply from these 
sources. Should the Mediterranean be closed or be- 
come too dangerous to use, the longer route around 
Cape of Good Hope would still be available for oil 
from the Middle and Far East, though the distance 
and time required for such voyages would be some- 
thing of a handicap. 


Oil Can 
Be Had 


FOR THE extra demand created by the war and 
possibly, under the contingency mentioned above, for 
some part of their ordinary supply 
the two democracies now in the fight 
will have to look to the Western 
Hemisphere. From the Caribbean 
ports of South America and the Atlantic seaboard of 
North America the distances over which cargoes 
would have to be moved are shorter, the task of pro- 
tecting them en route is less difficult, and the extent 
of available supplies is far greater. Movement of 


Looking 


Westward 





products from Pacific ports while covering a some- 
what greater distance presents no special difficulty. 

Venezuela, Colombia and Trinidad all have tapped 
new producing fields within the past year and with 
pipeline facilities just completed are capable of ex- 
panding their output quickly and in substantial vol- 
ume. Crude oil can be drawn from these areas and 
prepared for use in refineries close at hand. 

From the United States it will be possible to pro- 
vide whatever quantity of supplies is likely to be 
called for with products proportioned to such de- 
mands as may arise. Nowhere else are such exten- 
sive facilities to be found for the production of 
high octane fuel needed for airplane engines and 
these facilities can be quickly expanded to whatever 
extent may be necessary. It has been estimated that 
South America might be called upon to supply 25 per- 
cent of the added war requirements of Britain and 
France while the United States might provide the 
remaining 75 percent. This at best is only a very 
rough guess but it represents an increase in demand 
that could be met without the least difficulty. 


Discussion Of a greatly enlarged demand from 
Europe as an accompaniment of war operations has 
led to the expression of fears by those 
not familiar with the situation, in- 
cluding even a member of the Presi- 
dent’s Cabinet who should be better 
informed, lest it might lead to an undue exploitation 
of American oil reserves. That danger is so far 
removed that it hardly calls for consideration. At 
the present time the United States is producing 
roundly 3,500,000 bbl. daily, which is ample for the 
country’s own requirements. At the outside calcu- 
lation the utmost demand to be anticipated from 
Europe would amount to no more than 10 to 12 per- 
cent of this amount. To increase production to that 
extent would be a simple matter, more simple indeed 
than holding it at the present level. 

Any possible war demand will be in no way 
injurious to American fields and need result in no 
derangement of the American petroleum market. 
Fortunately the members of the oil industry them- 
selves fully appreciate these conditions and are pre- 
pared to treat such offshore orders as come their 
way quite as a routine increment to their regular 
business. There has been a natural tightening of the 
export market but no excitement and no attempt to 
run up prices. There is every reason to believe that 
this state of affairs will continue with only such 
strengthening of prices as may result from the normal 
interplay of demand and supply. Europe’s war re- 
quirements, while large in total volume and vastly 
important to the countries concerned, can be only a 
minor factor in American petroleum economy. 


No Upset to 
U. S. Market 
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I 1914 when the world went to war its 
yearly production and consumption of oil was 
roundly 400,000,000 bbl. (58,000,000 metric 
tons). In 1939 it is upward of 2,000,000,000 
bbl., a five-fold gain in 25 years. This is not 
the full story, for in 1914 it was possible to 
obtain from a barrel of oil only 18 percent of 
gasoline, its most important product, while at 
the present time, by cracking and other im- 
proved methods and equipment, 46 percent 
of the total quantity of crude is recoverable 
as gasoline. Measured by its most important 
product, therefore, the usefulness of the 
world’s current production is twelve and 
three-quarters times as great as that of the 
1914 output. In 1914 the total number of 
motor vehicles in the world was around 
3,000,000. Today the total is over 43,000,000, 
including over 29,000,000 in the United 
States. Of the remainder 6,500,000 or nearly 
half are in the United Kingdom, France and 
Germany, the three principal nations now 
engaged in war. 

While the increase of 500 percent in the 
world’s use of petroleum, and of 1400 percent 
in the number of its motor vehicles, signifies 
the complete revolution that oil has wrought 
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PETROLEUM ’S PART in the War May Be Decisive 


Indastry Prepared to Meet Sharp Increase in Demand for its Pro- 


ducts Arising from the Conflict — Western Hemisphere Can Fill Re- 


quirements of Democracies —Germany’s Problem More Difficult — 


in transportation and industrial operations, 
it does not measure fully the change that it 
has brought about in the conduct of modern 
warfare. This is true despite the oft-quoted 
assertion that in the world struggle of 1914 
1918 the allies floated to victory on a sea 
of oil. 

In the earlier world war, motor transport 
was relatively in its infancy. The motoriza- 
tion of industry, and of war as the great 
industry of destruction, had only begun. Mo- 
tor trucks played an important part in 
moving supplies but the number available 
was too small to be of importance in convey- 
ing fighting troops. The tank was a develop- 
ment of the war itself and was a far less effec- 
tive fighting machine than it is today. Air- 
planes served a spectacular purpose but their 


practical effectiveness, not merely for scout- 
ing and observation but as engines of destruc- 
tion, has come within the recent years. 
Today each of the countries engaged in war 
possesses an air fleet greater than all the 
planes that fought on all fronts in the years 
from 1914 to 1918. These planes are of many 
types and uses, from swift pursuit ships to 
heavy bombers capable of carrying tons of 
death-dealing missiles over wide distances. 
Every troop movement is able to progress 
with rapidity and mobility by means of its 
completely motorized equipment. Twenty- 
five years ago a large proportion of ocean 
tonnage was still dependent on coal. Today 
practically all naval vessels and the majority 
of other ocean steamers rely upon liquid fuel. 
Thus, from the very start of conflict the 
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consumption of petroleum and petroleum 
products is bound to rise much further above 
peacetime needs than was the case in 1914. 
In the end oil may well prove the decisive 
factor in determining the outcome of the 
struggle. 

While war increases the demand for prac- 
tically all petroleum products, there are five 
which assume special importance. These are 
ordinary gasoline, fuel oil, Diesel or gas oil, 
high-test aviation fuel, and lubricating oil. 
Quantitively the greatest demand will be for 
gasoline, the fuel mainly used in all sorts of 
motor vehicles such as passenger cars, trucks 
or lorries, tanks and motorcycles. The rapid 
growth in the use of Diesel engines in the 
heavier types of vehicles, and to some extent 
in planes also, will create a special demand for 
Diesel oil which was relatively unimportant 
in the former great war. In Germany particu- 
larly, where the utilization of Diesels has 
been carried further than anywhere else, the 
consumption of Diesel oil is on a parity with 
that of gasoline. 

Fuel oil in vast quantities is needed for 
naval vessels and for the great number of 
cargo ships, tankers and convoys required 
for the transport and protection of all sorts 
of supplies. High-test fuel for use in airplanes 
assumes a new importance in view of the 
greatly broadened scope of activity assigned 
to these craft. The special problems pre- 
sented by this development are discussed on 
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other pages. Lubricating oil is as essential 
as fuel for the operation of motors. Owing to 
the great expansion in the use of Diesels with 
their larger consumption of lubricants the 
quantity of lubricating oil required will be 
correspondingly increased. 

During the European crisis of last autumn, 
WORLD PETROLEUM published a discussion of 
war’s probable effect on the petroleum indus- 
try which included some expert opinions as to 
the extent of the demand for petroleum prod- 
ucts that would arise in case of hostilities 
involving western Europe. At that time 
Poland was not reckoned among the countries 
likely to become combatants but on the other 
hand it was generally assumed that Italy 
would enter the conflict as an ally of Ger- 
many. In the war just begun Italy has an- 
nounced its neutrality, a condition that may 
or may not continue to the end of the struggle 
although the general opinion seems to be that 
sooner or later Italy will be drawn in on one 
side or the other. 

Of the estimates published at that time, the 
most carefully worked out was that given by 
General Serigny, head of the French Chambre 
Syndical, in the spring of 1938. General Se- 
rigny computed that in case of a war involv- 
ing the principal countries of Western Europe 
their requirements of petroleum products 
would be between 60,000,000 and 70,000,000 
metric tons annually or nearly double their 
peace-time consumption which was then 












A French light motorized division is reported to 
have found that its consumption of gasoline in 
manoeuvres averaged 423 gal. per mile—an indi- 
cation of how consumption is bound to increase 
now that war is being waged in Europe. 


Photo by U. S. Army Signal Corps. 
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arcund 38,000,000 tons. As it was not as- 
sumed that the numerous smaller countries 
would be direct participants in such a war, 
the calculation implied that the requirements 
of the nations actually engaged in fighting 
would be multiplied to two or two-and-a-half 
times their normal needs. 

Other estimates prepared by well-informed 
authorities as to the probable wartime needs 
of certain countries agreed more or less closely 
with this conclusion. In Germany statisti- 
cians figured in early 1938 that if the country 
were plunged into hostilities its requirements 
of petroleum products would rise from 5,500,- 
000 tons to 12,560,000 tons, of which approxi- 
mately one-half would be Diesel oil, including 
1,500,000 tons for aviation purposes. This 
was considered, both by military and trade 
authorities, as a very conservative estimate 
in view of Germany’s complete militarization. 
Since that time Germany’s area and popula- 
tion have been increased by the inclusion of 
former Austria and the greater part of Czecho- 
slovakia so that 15,000,000 tons might be set 
as a moderate estimate of petroleum require- 
ments under present conditions. 

In order to prosecute a war that called forth 
all its energies the United Kingdom obviously 
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would need to double or perhaps to increase 
still further, its normal petroleum consump- 
tion of 12,500,000 tons. In this case, the 
greatest single item in the increase might 
well be provided by the demand for fuel oil 
for ships bringing foodstuffs and other sup- 
plies and for their naval convoys. 

Great Britain, France and Germany alone 
may be expected to raise Europe’s petroleum 
needs in the conflict now raging by some 
95,000,000 tons, after making due allowance 
for savings possible through the severe re- 
striction of motor fuel for private and com- 
mercial use. The demand from surrounding 
countries will not be lessened. On the con- 
trary it is likely to be increased from 10 to 
20 percent through the expansion of indus- 
trial activity resulting from trade with the 
belligerents. At a conservative estimate it 
may be calculated, therefore, that continu- 
ance of the present conflict will raise the 
demand for petroleum products to the extent 
of 30,000,000 tons or more than 200,000,000 
bbl. per year. 

The questions that immediately arise are: 
Can the petroleum industry meet this added 
demand? Where and how can the belligerent 
nations expect to find this great increase in 
petroleum and its products? None of them 
produces any considerable quantity of oil 
within its own boundaries. The output of all 
Europe, outside the Soviet Union, would be 
little more than 10 percent of their total 
requirements. 

Since the combatants must obtain a major 
part of their supply outside their own borders 
and much of it outside Europe, it is obvious 
that France and Britain with their command 
of the seas enjoy a decided advantage. Ger- 
many faces greater difficulties in maintaining 
a sufficient fuel supply. These difficulties 
have been fully appreciated by the country’s 
military strategists and special efforts have 
been made to overcome them. 

In the past five years Germany’s consump- 
tion of petroleum products has nearly doubled, 
rising from 3,800,000 metric tons in 1934 to 
7,500,000 tons in 1938. Actually these figures 
represent the sum of domestic production 
plus imports and it is altogether probable 
that the high totals for 1937 and 1938 may 
include considerable amounts passed to stor- 
age to meet just such an emergency as now 
confronts the country. Aside from this possi- 
bility, however, the great amount of road- 
building during this period, the huge addi- 
tions to the military establishment and the 
industrial development of the country have 
brought about a great expansion of demand 
for petroleum products. 

Special efforts to increase the output of 
domestic crude have raised the annual output 
from 315,000 metric tons in 1934 to 583,000 
tons in 1938. An even more important con- 
tribution to the supply of liquid fuel is the 
production of oil from coal by various hydro- 
genation processes. Production of this syn- 
thetic fuel, which is wholly a development of 
the past few years, was estimated as 1,300,000 
tons in 1938. In spite of the rapid growth in 
demand, therefore, domestic production pro- 
vided for 34 percent of total requirements in 
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1938 as compared with only 17 percent 
in 1934. 

The composition of Germany’s petroleum 
supplies in 1938 is shown in Table I accom- 
panying: 

TABLE I 
Germany’s Petroleum Supply 1938 
Domestic Production— Tons 


Crude... 


580.000 
Motor Fuel* 2,000 0007 


Imports— 

Crude and residues 1.298.600 
Motor fuel 1,357,100 
Gas oil 1,467,600 
Fuel oil 405,700 
Lubricating oil 388.000 
\erosene 22.200 
Bitumen. 17.500 
7,536,700 


*Including synthetic gasoline by coal hydrogenation 
benzol and alcohol used as fuel. tEstimated. 

Exports from Germany in 1938 amounted 
to 195,000 tons, leaving for internal use ac- 
cording to the above computation roundly 
7,340,000 tons. This figure is an approxi- 
mation only since published reports of the 
output of synthetic products vary materially 
and the table of imports includes crude oil 
and residues along with finished products. 

Of the 4,956,000 tons of crude and products 
imported by Germany in 1938 the sources are 
shown in the accompanying Table II. 










































With the existing state of war, oil from the 
Americas and the Near and Far East will be 
cut off from Germany. These areas, be it 
noted, supplied nearly 90 percent of all Ger- 


man imports in 1938. With import needs 
raised from 5,000,000 tons to 10,000,000 tons 
or more, will Germany be able to obtain this 


quantity of oil or any considerable part of it 
from her European neighbors? 


TABLE II 
Sources of German Imports, 1938* 
q 1000 Percentage 
_ Source Tons of Total 
South America 
Venezuelat 2.233 45.1 
Peru 130 2.6 
Total 2,363 47.7 
North America 
United States 1,183 23.9 
Mexico 434 8.8 
Total 1.617 32.7 
Europe 
Roumania 150 9.1 
Soviet Union 79 1.5 
Total 529 10.6 
Asia-— 
Iran 188 3.8 
Neth. India 158 3.2 
Total 346 70 
Other Countries 150 2.0 


*Petroleum Times, Vol. X LI, No. 1050 
tIncluding products refined in Neth. W. Indies 


A considerable increase in these shipments 
is practically certain. Last year Roumania 
found in Germany a market for 450,000 tons 
of oil out of a total production of 6,600,000 
tons. The commercial treaty negotiated be- 
tween the two countries early in 1939 pro- 
vides that 25 percent of Roumania’s exports 
to Germany shall consist of petroleum prod- 
ucts and that this may be increased to 40 per- 
cent under certain conditions. Under stress 
of war_Germany’s need for oil is intensified 


Germany has been building 
up an express highway sys- 
tem which will be of appre- 
ciable value to her in war, 
as it will facilitate the rapid 
movement of troops from one 
front to another. Left—a 
viaduct in the Bavarian Alps, 
near Reichenhall. Below— 
The new Alpine Road which 
runs from Berchtesgaden to 


Lindau. 
















































and if Roumania remains neutral pressure as 
well as financial inducements may be applied 
to divert a large part of the Roumanian out- 
put to the Reich. Roumania also has a trade 
agreement with France, however, which calls 
for the shipment of a considerable tonnage of 
oil to that country. Both Britain and France 
are prepared to pay cash for oil while Ger- 
many’s proposal under the trade agreement 
was to pay in machinery and other manu- 
factured products. Conceivably there may 





Intensive research at great ex- 
pense is going on to develop 
fuels and lubricants for aviation 
engines of 2,000 horse-power and 
higher which will hurtle ships 
through the air at speeds greater 
than 450 miles per hour. Giant 
bombers armed with 37mm. can- 
non, super-flying fortresses, are 
being developed and aircraft of 
the Burnelli flying wing type il- 
lustrated may become active in 
the European war. 























Photo by U. S. Army Signal Corps. 


be difficulty in delivering these commodities 
and, in any case, gold possesses obvious ad- 
vantages as an exchange. Certain of the com- 
panies operating in Roumania, moreover, are 
controlled by British and French capital and 
have contracts for delivery of oil to those 
countries. These contracts they will break 
only under compulsion. 

Considering Roumania’s evident desire to 
maintain a position of strict neutrality, the 
influence of the Roumanian government may 





“The United States alone has sufficient oil resource, 

to produce all the high octane gasoline needed fo 

all the high-speed planes in the world during peace 

or war times.” — Dr. Gustav Egloff, at a recen 

dinner in celebration of the 80th anniversary of 
the Drake well. 


be expected to be directed toward a division 
of supplies between the contending nations 
aside from any question of superior induce. 
ments that Britain and France may be able to 
offer. Except under military duress probably 
something less than half of Roumania’s ex. 
ports will become available to Germany. 
Since the Nazis and the Stalinites have con- 
cluded trade and non-aggression treaties, 
some German Officials have referred exult- 
ingly to the petroleum supplies that they 
expect to draw from the Soviet Union. To 
what extent these expectations will be real- 
ized remains to be seen. To reach Germany, 
petroleum supplies from Russia would have 
to move by rail through neutral countries, 
across the Black Sea and up the Danube or 
else through the Baltic. Because of the loca- 
tion of the Soviet fields the Danube route 
would be the one most likely to be adopted. 
Soviet oil exports have been declining for 
several years, however, and Soviet ability to 
supply gasoline and gas oil, the products 
which would be of chief value to Germany, is 
limited. Whether the Soviets desire to ex- 
pand such exports is likewise a question. 
Production of crude oil within the old Reich 
was Officially reported for 1938 as 552,074 
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Photo by U. S. Army Signal Corps. 


Big bombers of the American army Flying Fortress type are important consumers of 100 octane gasoline in peacetime. Under war conditions consumption 


» metric tons. During the year Germany added 
to its productive resources by taking in Ost- 
mark (former Austria) with an output of 
63,468 tons and the greater part of Czecho- 
slovakia with a production of 19,282 tons. 
This brings the crude production of the 
) Greater Reich up to 635,000 tons. The con- 
» quest of Poland will add a small amount of 
| production though Poland’s most important 
) fields, those of Drahobycz, apparently will go 
» to the Soviet Union in the distribution of 
» spoils. Thus there are possibilities of raising 
| Germany’s directly controlled crude supply to 
| something over 700,000 tons. Possible im- 
) ports from Roumania of 2,000,000 tons, of 
| 500,000 tons from the Soviet Union and of 
» scattering small amounts from other countries 
| might provide 60 per cent of its former im- 
ports, but this would seem to approach the 
limit of reasonable probability. 

While there has been some speculation as 
to the possibility that oil in quantity might 
reach Germany through Italy, it must be re- 
membered that Italy itself has no oil to spare 
but must look to other countries for 90 per- 
cent of its supply. As the conflict deepens in 
intensity Britain and France are likely to 
impose quotas on the countries bordering 


Germany based on a close estimate of their 


The new Brewster F2A-1 single-seater shipboard 

fighter which is now in production for the U. S. 

Navy has a top performance well in excess of 300 
mi. per hour on high octane fuel. 
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would be stimulated to a remarkable degree. 


individual needs. The naval power of the 
alliance will make this possible. 

To what extent the production of motor 
fuel from coal and lignite can be expanded in 
Germany is a question impossible to answer 
in exact figures. With the imperative demand 
for all kinds of war materials, it would seem 


Courtesy S. R. Thompson, M., E., A. E., 





that possibilities in this direction are rather 
limited. To produce the raw material for 
hydrogenation requires much labor and its 
rail transport presents another problem, for 
the German railway service is one of the 
country’s weak spots. Moreover, the loca- 
tion of the great hydrogenation plants in the 
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industrial section near the western border 
makes them inviting targets for enemy bomb- 
ing planes. 

Making a most liberal allowance for pos- 
sible imports, for the increase in production 
of synthetic motor fuel and for potential sav- 
ings through compulsory use of substitute 
fuels in non-military vehicles of all kinds 
there still remains a gap of fully 5,000,000 
tons if not more between the visible oil re- 
sources of Germany and the quantity needed 
yearly to carry on the war. Against this is to 
be put whatever amount may have been 
placed in storage in preparation for war 
emergency. This may carry the country for 
six or at most nine months. In the petroleum 
situation, as well as in that affecting certain 
other supplies, may be found a reason for 
Germany’s reliance on a blitzkrieg or lightning 
war to accomplish its objectives. 

France’s only indigenous supply of petro- 
leum comes from the Pechelbronn field which 
produced 72,000 metric tons in 1938. Im- 
ports during that year included the following: 

Products 

Crude ; 
Motor fuel 
Fuel oil 


Gas oil. . ‘ 
Lubricating oil 


Tons 
6.968.700 
530.000 
404.150 
94.940 
69.810 
7.067.600 

Domestic production 72.106 

7.139.706 
Crude imports into France come mainly 
from Iraq, some 3,000,000 tons being derived 


from this source, and secondarily from the 
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United States, between 2,000,000 and 2,500,- 
000 tons. The United States and Roumania 
are the principal sources of supply for manu- 
factured products. 

So long as transport lanes through the 
Mediterranean remain open France will con- 
tinue to rely heavily on Iraq crude to supply 
its refineries. The quantity obtainable from 
this source is not susceptible to much in- 
crease, since France already is taking the 
greater part of the output. For such increase 
as the war may impose on its requirements 
it will be necessary to depend on the Western 
Hemisphere. Should the Mediterranean route 
be interrupted, practically the whole supply 
of France would have to come from across 
the Atlantic. 

During the past ten years the construction 
of refining capacity in France sufficient to 
supply the nation’s normal needs for petro- 
leum products has changed the character of 
imports. As shown above, crude in the past 
few years has comprised 95 percent of the 
total. Additional war supplies probably will 
come in the form of finished products, both 
because of economy of space in transporta- 
tion and because of the possibility of concen- 
trating on the products most needed. 

Being without domestic oil production, ex- 
cept for the small amount provided by the 
Scottish shale oil industry, the United King- 
dom draws its petroleum supplies from a wide 
range of sources. Table III shows the sources 
from which imports were derived in 1938 


Courtesy U. S. Navy Recruiting Bureau. 


Navies are large consumers of high-octane gasoline 

as well as of lubricating and fuel oils because of the 

large number of planes operating from carrier 
bases. 


with the percentage of the total provided by 
each area: 


TABLE Ill 
Sources of British Imports, 1938 


Percentage 


Countries of total 


South America 
Venezuela and Neth. W. Indies. 4,960,000 10 
Trinidad 849,430 6.8 
Peru 89,285 0.7 


Tons 


Total 5,898,715 
North America 
United States 


2,295,000 
Mexico 


221,857 
Total 2,516,857 
Mediterranean Area 
Iraq 579,714 
Roumania 421,000 
Soviet Union 326,142 


Total 1,326,856 

Middle and Far East 
Iran 2,558,571 
Neth. India 97,285 


Total 2,655,856 


Other 


Grand Total 13,093,963 100.0 


In the above classification Iraq is included 
with Roumania and the Soviet Union be 
cause all these supplies have to traverse the 
Mediterranean to reach British ports. Ven- 
ezuela is coupled with Netherlands West In- 
dies because a large amount of Venezuelan 
crude is refined at Aruba and Curacao and 80 
figures as imports from those islands. Trini- 
dad is placed in the South American group 
since it is in the same shipping area. 
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As the above tabulation shows, the Carib- 
bean section of South America is Great Brit- 
ain’s most important source of supply, pro- 
viding nearly half the total volume of 
imports. Next in importance come Iran and 
the United States, while only a little over 
10 percent comes from countries depending 
on transport through the Mediterranean. 
While shipments from Iran ordinarily follow 
the Mediterranean route, they can take the 
longer course around Cape of Good Hope if 
necessary. 





Unless traffic through the Mediterranean 
should be interrupted there seems nothing in 
view at the moment to interfere with Brit- 
ain’s normal sources of supply. Closing of the 
Mediterranean route might lead to a reduc- 
tion in shipments from Iran and the Far East 
and the transfer of a part of this trade across 
the Atlantic because of the saving in length 
of the ocean voyages. 

For additional supplies to meet expanded 
wartime needs the United Kingdom, like 
France, must turn to the United States and 
South America. Here only can be found 
abundant production in combination with 
the refining capacity necessary to supply the 
particular products required. 

Adopting the most conservative view of 
the addition which war will bring to the pe- 
troleum requirements of the belligerent na- 
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Guardian of Empire—a British man-of-war pro- 
tects an outpost in territorial waters. 
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TABLE IV 
Roumania’s Oil Position, 1938* 


Tons 
Crude production 6,603,000 
Crude exports 372,000 
Refinery output (all products) . 6,080,000 
Domestic consumption (all products) 1,700,000 
Exports : 4,167,994 
Casoline . 1,586,360 
Fuel oil 917,605 
Kerosene 827.084 
Gas oil 763,369 
Lubricating oil 40.580 
Other products se 32,996 


*Petroleum Technology, Vol. 4 (1939). 


tions, it appears that Britain, France and 
Germany will need to double their previous 
imports of over 24,000,000 tons. For reasons 
already discussed, Germany will hardly be 
able to obtain supplies from the western side 
of the Atlantic, while this is the area to 
which France and Britain must look for their 
extra requirements. Deducting Germany’s 
needs, therefore, it appears that her allied 
opponents will need between 19,000,000 and 
20,000,000 tons more than they have had in 
recent years. Translated into terms of daily 
crude production this means an added de- 
mand of 500,000 bbl. daily as a minimum. 
Since most of the demand, for reasons pre- 
viously stated, will be for gasoline and fuel 
oil, the required production may be greater 
in terms of crude than the figure mentioned. 

Such a demand can be readily met. In the 
United States alone production could easily 
be raised from its present level of 3,400,000 
bbl. daily to 4,000,000 bbl. by increasing 
allowables in states where proration prevails 
and by making it economically attractive to 
expand output elsewhere. Actually, however, 
South America is likely to be called upon 
for a substantial part of the increased supply 
needed because of special conditions which 





will be explained. Venezuela’s output has 
been steadily increasing and, with the devel- 
opment of new fields and new pipelines, one 
just completed and one under way, produc- 
tion undoubtedly can be stepped up by 
50,000 to 100,000 bbl. daily without great 
difficulty. Colombia’s available production 
is being almost doubled by the completion 
of the new pipeline from the Barco field which 
will add another 50,000 bbl. daily to available 
supplies. The effect of this will be the same 
whether the oil goes direct to Europe or to 
the United States for refining and trans- 
shipment. South America may be reasonably 
counted upon to satisfy 25 percent of the 
added war demand while the United States 
provides the other 75 percent. 


TABLE \V 
Poland’s Oil Position, 1938* 

Tons 

Crude production 507,250 
Domestic consumption (products) $24,557 
Exports 56,223 
Gasoline 12.316 
Gas and fuel oil 15,209 
Lubricating oil 3.719 
Other products 14,979 


*Petroleum Technology. Vol. 4 (1939). 


While the war will impose no strain upon 
the petroleum economy of the United States 
it will increase all petroleum exports, but 
particularly those of gasoline and fuel oil. 
Because of the activity required of the British 
navy in keeping open ocean lanes and pro- 
viding convoys or other protection for cargo 
and passenger steamships its consumption of 
fuel oil is bound to increase greatly. It is in 
this branch of the trade that some difficulty 
may be found by the United States in meet- 
ing full requirements. United States stocks 
of fuel oil on Sept. 1 slightly exceeded 114,- 
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000,000 bbl., but over 70 percent of this was 
held in California. As is well known, the 
crudes of the Mid-continent and Eastern 
states are of lighter base than those of Cali- 
fornia and hence are best employed by con- 
version as fully as possible into gasoline with 
a relatively small recovery of fuel oil. For- 
merly the demand for fuel oil in the industrial 
areas of the eastern United States was sup- 
plied largely by heavy base oils from Vene- 
zuela but since the imposition of a tariff on 
imported oil entering the United States the 
greater part of Venezuelan crude is refined in 
the Netherlands West Indies and products 
move direct from there to Europe instead of 
by way of the United States. It would seem 
logical, therefore, for the British to look to 
Venezuela and Netherlands West Indies for 
increased supplies of fuel oil, as 40 to 50 per- 
cent of her imports of this product have been 
drawn from that source during the past few 
years. To increase its output of fuel oil, the 
eastern United States would be forced to de- 
crease the volume of gasoline recovered from 
a barrel of crude, a procedure that ordinarily 
is regarded as uneconomic. 





TABLE VI 

British Petroleum Imports, 1938 

Products Tons 
er eee ee 2,318,000 
Motor spirit 5,969,381 
Kerosene. : 836,650 
Lubricating oil 441,575 
Gas oil 666, 
Fuel oil 2,765,500 
Other products 96,857 

Total 13,093,963 


Another excellent source of fuel oil is Mexi- 
can crude. Formerly a large part of Mexico’s 
exports went to the British market but since 
President Cardenas, on March 18, 1938, con- 
fiseated the properties of oil companies oper- 
ating there, the greater part of which belonged 
to British nationals, Mexican oil has been 
denied entry to the United Kingdom. Since 
that time the bulk of the oil exported from 
Mexico has gone to Germany and Italy. It is 
improbable that Mexico will be able to con- 
tinue delivering oil to these countries and 








INTERNATIONAL OIL TRADE, 1938 











1,000 
EXPORTING AREAS: Tons 
South A merica— 
Venezuela and Neth. W. Indies......... 24,000 
ny ois pt tae aewedeeaa Biweey 2,291 
REELL DR bREae ates hinnnwas basa 1,930 
ME Ribs ravanes caw sanne ins e's 28,221 
North America— 
United States (net over imports)... .. 8,440 
EE a ah caaeeal ce chek thenacanes 3,500 
Total 11,940 
Europe— 
Ee ee ne POT 6,671 
Sb a. cnteavonseeseessadee 2,346 
2s Naw caer hesdeeeh tenn biases 9,017 
Asia— 
EE age tb 5 ah Bas a alent mainte sta ooo 6,654 
teenies bide waka beamed ae 3,751 
Netherland India............. 5,160 
Vek ai neh eee neledek baa hOawaee 15,565 
Re 56 ceenSewrandadewws 64,743 
Rearranged from Petroleum Technology, Vol. 4 (1939) 
after Dijk and Mulders. 
1,000 
IMPORTING AREAS: Tons 
North America. . 9,810 
South America...... 2,966 
Western Europe................. 27,000 
Baltic Sea region. 1,764 
CP MIE, . ov cen scconsees 1,078 
Mediterranean region ee ee eae ee 6,679 
India and East Coast Africa 3,026 
Other Asia a Ry 7,743 
ee ee 73 
Australia. . gedauwaan sa 1,504 
Other countries ae 2,500 
64,743 


Britain may demand that her citizens no 
longer be denied possession of properties 
which, according to her claim, are rightfully 
theirs. Mexico on her part may be willing to 
settle the dispute on terms acceptable to the 
oil companies now that exports to Germany 
are shut off. The whole Mexican situation, 
however, is so complicated by political factors 
that prediction as to what may come out of it 
is no more than pure guesswork. 

Survey of the war at this stage clearly indi- 
cates certain effects, in its bearing upon inter- 
national petroleum trade. First of these is 
a doubling of ordinary peacetime consump- 
tion by the belligerent nations. This means 
an increase of roundly 20,000,000 tons in the 
requirements of France and Great Britain. 

The most convenient and logical areas for 
the two democracies to obtain these added 
supplies are the United States in North 
America and Venezuela and the Netherlands 
West Indies in South America. 


Germany’s problem is a more difficult one 
and her success in meeting it will depend 
upon increasing imports from Roumania and 
the Soviet Union and expanding her output 
of synthetic fuels. 

The petroleum industry can supply the 
additional quantities called for by the war 
without difficulty so far as facilities for pro- 
duction and refining are concerned. 


The more remote effects of the conflict just 
begun will depend upon changes in the situ- 
ation which cannot clearly be foreseen. Mili- 
tary successes and defeats will change the 
picture. Countries now neutral may be drawn 
into the struggle. Supplies now available to 
one or both sides may be shut off. The war 
may spread to such an extent that the de- 
mand for petroleum products will be multi- 
plied much beyond present expectation. 

One fact stands forth clearly. This is that 
oil will play a profoundly important part in 
the struggle just beginning and the nations 
that control the access to oil supplies will hold 
a decisive advantage in the long pull. 

In what is written here reference is had to 
conditions attending a protracted war. For 
the first few months none of the belligerents 
will be hampered in their operations by lack 
of oil. All of them have been accumulating 
supplies in storage in anticipation of hostil- 
ities. The extent and character of these 
supplies is a military secret, but estimates are 
that they are sufficient in each country to 
sustain operations for six months, but of 
course all the countries involved will endeavor 
to replenish these surplus stocks as steadily 
as possible without permitting them to ap- 
proach exhaustion. 


Should the conflict be of brief duration no 
widespread change in the petroleum trade 
would necessarily result. Experience teaches, 
however, that this is likely to be a war of 
exhaustion. In that case, victory is likely to 
come to the side that can longest maintain 
the supplies of food and oil that today are 
even more essential than arms and munitions 
in such a struggle. 


Tanks are now constructed so that the traction treads are removable and they travel on concrete or other paved roads without causing damage. Divisions of this 
type travel 30 mi. per hour while lighter units are capable of even higher speeds. 











Photo by U. S. Army Signal Corps. 
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Consideration of Russia’s Own 


Needs and the State of its Petro- 
leum Industry Indicates That 
Assistance from That Country 


Will Be Very Limited 


News of a trade agreement between the 
Soviet Union and Germany, followed by a 
treaty the full terms and implications of 
which are more or less cloaked in mystery, 
has produced a vast amount of surmise as to 
the possible results and their bearing upon 
the conflict now under way. One of the 
widely adopted conclusions has been that 
through this new friendship or alliance, 
whichever it may prove to be, Germany 
would find among the Soviets a granary of 
foodstufis, a supply of raw materials and par- 
ticularly the petroleum products needed for 
the prosecution of a long war. 

Russia has oil undoubtedly. She now 
ranks second among the petroleum-producing 
nations and her undeveloped resources may 
prove to be greater even than those of the 
United States. But the possession of this oil 
and its utilization to meet German war needs 
are two different matters, as a brief examina- 
tion will show. 

The accompanying Table I gives in round 
figures the location and present production 
of Soviet oilfields. 


TABLE I 
Production From Soviet Fields 

YEARLY 

FIELDS OUTPUT 

(TONS) 
Baku chi ah 23,000,000 
Grozni ‘ ; 2,500,000 
Maikop on ° 3,000,000 
Total Caucasus 28,500,000 
Ural Volga ‘ : ‘ 2,250,000 
Emba 400,000 
Central Asia ; 400,000 
Sakhalin 400,000 
Others ~~ 100,000 
Total _ 32,050,000 


As will be seen from the above, 90 percent 
of Soviet oil is produced in the Caucasus. 
Only 10 percent is obtained in other areas and 
because of their location none of the output 
of these fields will be available for export. 
To ship oil from the Caucasus to Germany by 
way of the Baltic involves a long rail and 
water trip for which facilities are lacking. In 
the disorganized state of Soviet railways it 
may be dismissed as impracticable. The al- 
ternative route is by way of the Black Sea 
and the Danube which leads through coun- 
tries that may or may not remain neutral and 
would require a big increase of transport 
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Russia finds difficulty in obtaining adequate suppl ies of oil from natural sources, despite the vast under- 
ground reserve, and has resorted to underground gasification of coal to secure substitute. 


facilities. Should the Black Sea become a 
Russo-German-controlled lake, the Danube 
route to Germany would be an open one. But 
should Russia become an active participant 
in the war she will need all her available oil 
for her own forces. 

As already shown, the Soviet Union pro- 
duces about 32,000,000 tons of crude an- 
nually. Runs to stills are from 88 to 90 per- 
cent of this quantity or about 28,000,000 tons. 
Assuming losses of not over four percent, the 
output of refined products is roundly as 
shown in Table II in which the figures cor- 
respond approximately with official data. 


TABLE Ill 
Production of Petroleum Products 

PRODUCTS TONS 
Gasoline (straight run and cracked) 4.500.000 
Kerosene 5.500.000 
Gas oil 1,250,000 
Lubricating oil 2.000.000 
Fuel oil 13.000.000 
Asphalt and other products 750.000 

Total 27.000,000 


In Table III is given the approximate nor- 
mal or peace-time consumption of products 
within the Soviet Union and the balances re- 
maining for export in tons. 

In the peak year of Soviet exports (1932) 
shipments amounted to 6,040,000 tons, in- 
cluding 2,000,000 tons gasoline, 800,000 tons 
kerosene, 240,000 tons lube oils and 3,000,000 
tons fuel oil. Since that time domestic de- 
mand has increased more rapidly than pro- 


TABLE lll 


Domestic Consumption and Export Balance 


DOMESTIC EXPORT 

PRODUCT NEEDS BALANCE 
Gasoline (all uses) 4.000.000 500.000 
Kerosene 4.500.000 800 .000* 
Gas oil 750,000 100 .000T 
Lube oil (all grades) 1.750.000 250,000 
Fuel oil 10,000,000 2,500,000 
Other products 750,000 250,000 
Total 21,750,000 4.450.000 


*200,000 tons needed for blending fuel 
+100,000 tons needed for blending bunkers 
1500,000 tons bunkers 


duction and actual exports declined to 930,500 
tons in 1938. Assuming that by restricting 
internal use exports could be raised again to 
around 6,000,000 tons this supply apparently 
could be made up of 1,500,000 tons crude, 
3,000,000 tons fuel oil and 1,500,000 tons of 
gasoline, kerosene and lube oil. 

Soviet products available for export con- 
sist largely of fuel oil and kerosene. Ger- 
many’s needs are mainly gasoline and gas oil 
for her great number of Diesel engines. Fuel 
oil could be utilized for transformation into 


TABLE IV 


Destination of Soviet Exports 


COUNTRIES TONS 
Italy and France 400.000 
Scandinavian countries 275,000 
United Kingdom 200 ,000 
India 200 ,000 
Japan 200 000 
Belgium and Holland 150,000 
Turkey and Greece 60.000 
Iran and Afghanistan 60,000 
Baltic States 40.000 
Switzerland 10.000 
Others 50.000 

Total 1.575.000 
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higher-grade products but this would require 
the construction either in Germany or Russia 
of refining facilities which do not now exist. 

Analysis of Soviet export trade during the 
past three years shows that the countries to 
which shipments have been regularly made 
are as shown in Table IV. 

Is the newly awakened affection between 
Stalin and Hitler so strong that the Soviet 
Union will cease to sell to its regular and well- 
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established markets in order to supply the 
temporary needs of Germany? Can Germany 
pay in cash or products as satisfactorily as 
these regular customers? These are practical 
questions that may affect Russia’s willingness 
to divert her petroleum trade into a new 
channel. 

Reports from the Soviet Union indicate 
that Russian refining operations have under- 
gone a striking decline in efficiency in recent 


months, due either to the wearing out of 
equipment or to poor management or perhaps 
to both. In its issue of August 16th ‘“‘Indus- 
tria” called attention to the fact that at the 
beginning of the present year runs to still had 
been up to 100 percent of plan requirements 
and refinery output reached 98 percent of the 
plan in straight run and 97 percent in cracked 
gasoline. In the second quarter, it continues, 
runs to stills were up to 105 percent of the 
quota but refinery output fell to 90 percent or 
under. At Baku refineries over 200 break- 
downs were reported during the first half of 
the year due to defective hot pumps, burnt 
furnace pipes or burst feeding lines. It has 
been known for some time that the Soviets 
planned an extensive rehabilitation of refin- 
eries together with new construction and that 
this would involve the purchase of consider- 
able amounts of equipment abroad. 

A news report cf September 13th stated 
that a trainload of German technicians was 
on its way to Russia via Finland to help re- 
organize Soviet industries. It remains to be 
seen whether they will be more successful than 
other engineers and advisers in imparting ef- 
ficiency to the industries of a country where 
the only way to escape liquidation is to avoid 
accepting responsibility. 
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TANKERS ADEQUATE 


to Meet Wartime Transportation Requirements 


European War Emphasizes De- 
sire for More High-Speed Oil 
Carriers, Which are Proving 
Economical in Service—Con- 
Struction by Navies Heavy — 
Allied Powers can Maintain Sup- 
plies by Means of Own and Neu- 
tral European Vessels Without 
Resorting to American Ton- 


nage — Marine Transport not a 


Factor in Russo-German Alliance. 


OCTOBER 


1939 


AAnticipatep with growing resignation for 
several years, war is now an established fact 
in Central Europe. Consensus among both 
business men and military experts seems to 
be that, although the war undoubtedly will be 
protracted, the outcome will be inevitably a 
victory for the so-called Allied Powers, for 
under the conditions as they stand Germany 
is likely to be faced with eventual defeat in 
the form of either fuel or foodstuff shortage. 
Britain has already made the dramatic an- 
nouncement that she is basing her policy on 
the assumption that the war will last three 
years or more. 

Until a definite stand has been taken by 
Italy it is difficult to surmise the exact effect 
the European conflagration will have on the 
petroleum industry, other than the fact that 
it will result in a major increase in consump- 
tion. Italy soon may be drawn into the war, 
and it is a moot point as to whether she will 
stand by the Axis agreement or will decide to 
join Britain and France because of Germany’s 
about-face in negotiating the Russo-German 
non-aggression pact. On Italy’s stand de- 
pends the possibility of oil supplies having to 
come almost solely from the America’s. Mos- 
cow’s motives become no clearer, nor, it is 
evident, has any mutual trust developed be- 
tween the two regimes that repudiated all 
their own propaganda to startle the world by 
an appearance of agreement. 
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The tanker Platte, latest U. 





S. Navy oiler. 


Britain, as the major voice among the 
Allies, has already declared petroleum and its 
products to be among the supplies which are 
contraband and subject to seizure. An un- 
declared blockade, similar to that of the 
previous world war, has been put into effect 
and German shipping virtually has disap- 
peared from the seas. 


Speed for Defense 


Start of a second world war, and the de- 
cision of President Roosevelt that American 
merchantmen shall proceed along regular 
trade routes in a normal manner and without 
benefit of naval escort, once more emphasizes 
the value of oil tankers designed to operate 
economically at high speeds. Experience dur- 
ing the war of 1914-1918 furnished adequate 
proof that, under the convoy system, losses by 
naval attack were in direct proportion to the 
speed of the slowest unit—-which determines 
the rate at which the group will travel. The 
higher the speed of the convoy, the greater 
the reduction in such losses, which for the 
entire period of the Great War amounted to 
about ten percent. 

But at time of writing, the plan is to do 
without the convoy system—taking great pre- 
cautions that all American-flag ships may be 
readily identified as such, night and day, by 
prominent display of national colors. Yet, ex- 
perience of neutral vessels, which took these 
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precautions during the Spanish and Japanese 
conflicts, is not such as to promote confidence 
in the efficiency of such identification, no mat- 
ter how prominent. 

Classic examples of belligerents’ ability to 
ignore previous rules of international conduct 
are the aerial bombing of Standard-Vacuum’s 
tankers MEI AN, MEI HsIA and MEI PING on 
the Yangtse (Panay incident) and machine- 
gunning of Royal Dutch-Shell’s HARPA in the 
Mediterranean, while recent unprovoked at- 
tack without warning of the unarmed pas- 
senger liner ATHENIA by torpedo at the very 
outbreak of hostilities in Central Europe sug- 
gests a possible revival of the unrestricted 
submarine warfare in which Germany en- 
gaged so violently in 1917. 

Value of submarine warfare lies in the ele- 
ment of surprise, as their underwater speeds 
are extremely slow and they are not particu- 
larly fast on the surface. Partly due to the 
high cost of torpedoes (about $12,000 each) 
but more to the limited number which can 
be carried by a submarine, the preferred 
tactics with unescorted merchant ships are to 
rise to the surface, fire a warning shot, and to 
blow up the vessel after it has surrendered. 
Under these circumstances, fast vessels fre- 
quently were able to escape, for at that time 
the surface speed of under-water craft ranged 
between 12 and 15 kt. The five British-flag 
tankers lost to date have all rated less than 
13 kt. loaded. 

Since that time, however, submarine speeds 
have been stepped-up to an average of 17 kt., 
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while some are capable of 19 kt. This means 
that unarmed merchantmen must have a serv- 
ice speed approaching 20 kt. in order to stand 
a chance of survival by running away, while 
really fast vessels would be virtually immune 
from torpedo attack when accompanied by 
naval convoy. 

Such vessels as are built and building for 
Jersey Standard, Keystone Tankship Corpor- 
ation, and the U.S. Navy Department, under 
arrangement with the Maritime Commission, 
are excellent examples of this desirable type 
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of tanker. They attained maximum speeds of 
1814 kt. on trials when fully loaded, and have 
proven economical in service and not the lia- 
bility so greatly feared. 


Number of Fast Tankers 


Not many countries have tankers which 
come up to this high standard. The largest 
high-speed fleet is that of Japan, which has 
some 21 privately-owned tankers aggregating 
more than 286,500 tons deadweight and rang- 
ing in speed from 15 to.21 kt., in addition to 
the three navy-operated tankers of similar 
speeds totalling about 29,000 tons. The Im- 
perial Japanese Navy has two 20-kt. 9,000 
ton tankers under construction. 

The United States holds second place as re- 
gards privately-owned high speed tankers, for 
twelve 18% kt. oilers each of 16,300 tons dead- 
weight were ordered by Jersey Standard in 
conjunction with the U.S. Maritime Commis- 
sion. Of these, three have been taken over by 
the Navy Department for auxiliary oilers. 
Apart from these, however, there are only 
about a dozen tankers flying the American, 
Italian and Scandinavian flags which attain 
service speeds of around 141% kt. More orders 
for high-speed Diesel and steam-turbine tank- 
ers are to be placed soon through the Mari- 
time Commission. 

Surprisingly enough, there are not very 
many high-speed oilers in regular naval oper- 
ation—the Japanese vessels and three of the 
American naval tankers have already been 
mentioned, while the U. S. Navy also has nine 
capable of 14 kt. and aggregating 97,200 tons 
deadweight, but no others of higher speeds. 
Italy has two 14.5-kt. naval oilers each of 
7,150 deadweight tons capacity; Chile has 
two 15-kt. ships aggregating 9,662 tons dead- 
weight; France two 16-kt. tankers totalling 
9,000 tons; and Great Britain has fifteen 14- 
kt. vessels aggregating 63,761 tons dead- 
weight capacity, and one 7,263 ton oiler which 
attains 15 kt. 

While the total tonnage of fast vessels is 
decidedly low, nevertheless, naval oilers form 
an increasingly important part of the naval 
force and there are some 43 naval and semi- 
naval tankers, aggregating more than 312,500 
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tons deadweight, building and projected by 
the governments of 12 nations. Addition of 
these ships will increase the world’s total 
naval oiler tonnage by 21.5 percent, bringing 
the total number to at least 296 vessels of more 
than 1,763,648 tons deadweight. At that, all 
indications are that construction will prob- 
ably be intensified during the next few years. 


NAVAL OILER FLEETS * 








Y In Servi At End of Const. Prog. 

semen 7 - No. dwt. 

hemtiee...... o& 88,971 13 90,221 

Aurelie Laveen 1 5,500 1 5,500 
Brazil 2 8,837 5 14,837 + 

Chile 2 9,662 2 9,662 

: Colombia 1 3,065 1 3,065 

MRM. <<. 5-00 16 94,248 25 108,027 
Germany 5 6.200 + 7+ 6,200 + 

Great Britain. 67 378,212 67 378,212 

ine 2 5,160 2 5,160 

Italy 39 112/361 42 152,861 

Japan oats 13 125,600 15 143,600 

Mexico : 2 9,400 2 9,400 

New Zealand... . 1 6,750 1 6,750 

Peru er 1 4,300 1 4,300 

Portugal... .... ‘ge  witheeibals 1 3,400 

Thai(Siam) 1 2,000 2 4,190 

= Spain 20 112/784 24 144.584 

Sweden......... 1 760 1 760 
, Turkey. sea 3 2,550 + 3 2,550 + 

United States. . 21 232,366 33 427,966 
USSR... 12 241,703 46 24170384 
is of U.5.8.R...... 2 »70: 6 241,703 + 
lave World Total... 256 1.451,129+ 295+ 1,763.648+ 

lia- ——_—_— . ; 
*Includes vessels of 10° percent government-owned oil companies 

} , 
>) Maintenance of Supplies 

hich A study of availability of petroleum sup- 
gest plies has been made elsewhere in this issue. 
has Transportation of the oil required is an- 
ting other problem, and until it is definite as to 
ang- what stand Italy will take it is better to as- 
nto —| sume that the Mediterranean route will be 
nilar ; cut off and the supplies of Britain and her 
Im- | allies must come from the two Americas— 


except for probable small shipments of Bor- 
neo crude round the Cape of Good Hope for 
supply of the toluol so useful for manufacture 
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Sre- Fo 
for |) of explosives. 
ead- Marine carriage of oil to the German mili- 
din }) tary machine is not likely to be an important 
‘mis- > factor in this war, with the possible exception 
ar by of barging across the Black Sea and up the 
ilers. | | Danube, for German shipping is almost en- 
only ) tirely tied up in home or neutral ports and 
ican, | most of the Russian fleet is land-locked on 
ttain § the Caspian Sea. 
ders The only nations whose fleets are likely to 
ank- —, be important factors in the maintenance of 
fari- — | petroleum supplies to the Franco-British alli- 
} ance are those of the British nations, France, 
very the Netherlands, Panama, the Scandinavian 
oper- — countries and other miscellaneous neutrals. 
f the | As most of the American tanker fleet is en- 
been d gaged in the domestic coastal trade, and that 
‘nine — Of Canada operates chiefly on the Great 
tons § Lakes, these are not being taken into consid- 
eeds. — eration in the following calculations. 
*h of During the last war the rest of Europe de- 
» has pended largely on Great Britain’s huge tanker 
jead- fleet to maintain oil supplies, but this time 
alling her fleet will be unable to take care of the 
n 14 demand which is being created by increased 
jead- tempo or warfare and the Franco-British 
vhich block will be driven to dependence on neutral 
tonnage—of which that of Norway (2,957,000 
els is tons deadweight capacity), the Netherlands 


form (843,000 tons deadweight), Panama (675,000 


naval tons), Sweden (217,000 tons), and Denmark 
semi- (160,000 tons) presumably would be the most 
2,500 readily available. Other neutral countries’ 
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The Norwegian tanker 
Tronhelm flying a neutral 
flag finds it advisable to 
paint the national colors 
prominently on her hull 
so that there shall be no 
chance of mistaking her 
identity. 


The greater part of Rus- 
sia’s tanker fleet is land- 
locked on the Caspian. 
The Joseph Stalin, right, 
is one of the comparative 
few in international ser- 
vice operating from the 
Black Sea port of Batum. 


tank vessels would add 416,000 tons. Thus 
non-combatants would be able to supply 527 
units aggregating 5,268,000 tons deadweight. 
The British Admiralty operates 378,000 tons 
of auxiliary oilers while the French Navy 
Department owns 94,000 tons. To these 
should be added the 4,008,000 tons of com- 
mercial tankers owned in the United King- 
dom, the 325,000 tons available from other 
British countries, and France’s 363,000 tons- 
making 565 tank vessels with a total of 
5,168,000 tons deadweight capacity. 


WORLD COMMERCIAL TANKER FLEET 


Country Number Deadweight 
Belgium. . . 9 97,000 
Canada 28 187,000 
Denmark 14 160,000 
France... : 40 363,000 
Germany " 31 303,000 
Great Britain 410 4,008,000 
Italy. ; 78 571,000 
Japan.. ; 39 519,000 
Netherlands 112 843,000 
Norway... 262 2,957,000 
Panama : 49 675,000 
Spain 16 115,000 
Sweden . 17 217,000 
United States 418 4,137,000 
Other British : 32 325,000 
Other Countries 73 416,000 
Total 1,628 15,893,000 
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Altogether, there would be available to 
transport oil supplies to the Allies, 1,092 
tankers with an aggregate deadweight of 


10,436,000 tons. On a basis of six round 
trips per annum they could transport a total 
of about 62,616,000 tons of petroleum pro- 


TANKERS AVAILABLE FOR 
WARTIME SUPPLIES 


Ownership Number Deadweight 


Allied naval oilers 83 472 tons 
Allied merchant tankers 482 4.696.000 
Neutral commercial vessels 527 5.268.000 
Total 1,092 10.436,000tons 


ducts each year. New construction would be 
adequate to replace losses. If General Ser- 
rigny’s estimate is correct, the combined 
tanker fleets should be quite capable of meet- 
ing the consumption requirements of the 
Allies under wartime conditions, even without 
recourse to the growing tanker fleet of the 
United States, an appreciable proportion of 
which might be available. 


35 





















































WASHINGTON ACTIVITY 


Paves Way for Possible Government Interference 


Two developments of major interest tothe 
petroleum industry, furnishing perhaps a fore- 
taste of the attitude of the Federal Govern- 
ment, accompanied the convening of Congress 
in extra session. 

First, the Temporary National Economic 
Committee, beginning September 25, entered 
upon a series of hearings covering all sections 
of the industry, designed, the committee an- 
nounced, ‘‘to develop a clear picture of the 
manner in which the American economic sys- 
tem functions,’ since the industry operates 
throughout the United States and is “‘ideally 
suited”’ for such a presentation. Co-operation 
of the American Petroleum Institute, the larg- 
est trade association and several independent 
groups was elicited in assembling the state- 
ments and producing the witnesses. 

Second, a subcommittee of the House Inter- 
state Commerce Committee, headed by Rep- 
resentative Cole of Maryland, organized and 
decided to initiate hearings early in No- 
vember on an Administration bill to regulate 
the production of oil and gas and their trans- 
portation in interstate commerce as a conser- 
vation measure. Representative Cole said 
that his group would await the conclusion of 
the T.N.E.C. presentation and completion of 
data now being made for his committee to 
bring the technical studies of the House oil 
investigation of 1934 up-to-date. “‘If Congress 
is in session six weeks or more, however, we 
will hold several weeks of hearings in advance 
of the regular session,” explained Representa- 
tive Cole. 

From the scope of the T.N.E.C.’s investi- 
gation it becomes apparent that ample ma- 
terial has been presented for the House com- 
mittee to proceed within the range of the bill 
submitted by President Roosevelt just before 
adjournment August 5 as the basis for pos- 
sible regulatory legislation at the regular ses- 
sion. According to Representative Cole, the 
measure proposes co-operation between the 
oil industry and state and federal officials for 
the prevention of avoidable waste; does not 
attempt to control supply through the estab- 
lishment of production, marketing or trans- 
portation quotas; does not touch imports or 
exports nor provide for co-ordinated indus- 
trial action in refining and marketing. 

The testimony taken by the T.N.E.C. 
ranged through discussions of profits and 
prices, alleged monopolistic control and on 
into the familiar suggestion for divorcement 
of production from transportation and mar- 
keting. Not a little testimony was advanced 
advocating revision of the anti-trust laws in 
a manner which would permit voluntary 
agreements after the fashion of the N.R.A. 
codes—a proposal which brought sharp ques- 
tioning from Hugh M. Cox, counsel for the 
monopoly committee, and other Federal of- 
ficials assisting in the examination. 
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Dr. John Ise, economic adviser for T.N. 
E.C., at the opening hearing told the com- 
mittee that 20 major companies controlling 
only 23 percent of domestic producing oil 
wells, dominate virtually every other phase 
of the $14,000,000,000 industry. He said 
that ‘‘in some of its departments the oil in- 
dustry clearly does not fit into the pattern of 
competitive business,” emphasizing that the 
major concerns received “princely” profits in 
their pipe-line departments; “high’’ earnings 
in refining and “fairly high” earnings in pro- 
duction department. However, he explained, 
the contrary was true in the marketing de- 
partments where the competition was ‘‘keen”’ 
and the 20 majors “sustained considerable 
losses.” 

This suggestion that the industry ‘‘is 
tainted with monopoly” was challenged in 
subsequent testimony offered by J. Howard 
Pew, president of the Sun Oil Company, who 
asserted that all elements of monopoly had 
been eliminated from the oil industry thirty 
years ago. Natural economic laws were all at 
work in the oil industry, he asserted, and no 
better illustration of the competitive system 
existed in the United States. Petroleum 
products were the cheapest commodities in 
general use, he pointed out, despite the fact 





J. Howard Pew, president of Sun Oil Company, 

challenged the suggestion made by Dr. Ise to the 

Temporary National Economic Committee that the 
oil industry is tainted with monopoly. 


that the aggregate tax on the industry’s activ- 
ities and products was the highest in the land 
and wages among the highest. 

As proof that the oil industry was carried on 
on a large-volume low-price principle,Mr.Pew 


offered a table of prices of gasoline in twenty. 
six of the world’s capitals, showing that on 
October 1, 1938 the 19.20 cents a gallon in the 
United States was the lowest on the list. 
Rome had the high mark with 81 cents and 
Tokyo listed 20 cents. 

“To me, personally,” said Mr. Pew, “any 
conspiracy of monopolistic domination would 
be a reprehensible betrayal of the American 
system of free enterprise, good sportsmanship 
and equal opportunity. I know that my own 
company has never been partner in any con- 
spiracy or monopoly. I have never discoy- 
ered evidence that such a conspiracy existed; 
and I do not believe that within the period of 
the industry’s modern history it has ever 
existed.” 

Referring to the oil industry’s transporta- 
tion system, Mr. Pew explained that pipelines, 
tank cars, tank ships and trucks have been 
developed by the industry itself in order to 
provide low-cost transportation. He stated 
that this system, serving the industry alone, 
could not have been developed except as a 





Blank and Stoller 
Dr. Joseph E. Pogue, vice-president of Chase 
National Bank, and leading oil economist, defended 


ee 


the oil companies and pointed out that “there is 


room for ample competition.” 


part of the industry. Independent capital 
would not take the risk of building a pipeline 
into an undeveloped field as do major oil com- 
panies, and yet independent producers in 
proven fields are free to build their own lines 
if they consider monopoly exists, but they 
have never done so. Mr. Pew cited several 
authorities to support his contention that 
pipelines and other transportation systems 
are actually plant facilities. 

Joseph E. Pogue, vice-president of the 
Chase National Bank of New York and direc- 
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tor of the bank’s department of petroleum 
economics, explained the oil industry’s at- 
tempts to regulate oil production by pro- 
ration—a procedure “adopted in the interest 
of profits as well asconservation.” Hesaid that 
the eventual economic consequence of pro- 
ration would be favorable if its evolution fol- 
lowed the present trend toward engineering 
objectives. 

“But they will be unavailable,” he added, 
“sf the immediate urge for stabilization 
through further implementation leads to de- 
velopment of a rigid system of economic con- 
trols under which the vigor and flexibility of 
the industry are impaired. 

“The industry assumes an hour-glass con- 
figuration, with the raw material drawn from 
innumerable sources, concentrated into chan- 
nels of flow through the transportation and 
refining systems, and again deploying into 
myriad lines of movement to countless points 
of final consumption. Vast amounts of capital 
are essential to the operation of this system, 


‘About three-quarters of the 
business of the petroleum 
industry is conducted by 
companies engaged in all 
branches of the trade, while 
the rest is transacted by units 
operating in only one or two 
divisions. Integration, how- 
ever, is never complete even 
within the boundaries of the 
so-called integrated com- 
panies, and the structural 
patterns of the largest organ- 
izations include economic 
frontiers over which the flow 
of oil must pass.” — Joseph 
E. Pogue, at the T.N.E.C. 


hearing. 















































functional co-ordination of the several parts is 
achieved through integration of activities and 
the technologie factor is pervasive and of 
paramount importance. 

“Just as the industry as a whole is charac- 
terized by size and the integrated form, so the 
corporate structure is marked by the same 


pattern. In 1937 the combined gross produc- 
tion of the 20 largest companies amounted to 
56.2 percent of the nation’s output, the indi- 
vidual companies ranging from 0.9 percent to 
6.3 percent. The remaining 43.8 percent was 
produced by thousands of smaller enterprises 
ranging from a small fraction of a percent to 
0.9 percent. For the same year, the 20 largest 
refineries processed 83.7 percent of the na- 
tion’s total crude oil run to stills, ranging in- 
dividually from 0.6 percent to 12.3 percent, 
while the remainder was processed by several 
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hundred smaller units. The 20 most highly 
integrated refiners produced 72.5 percent of 
their refinery requirements, purchasing the 
remainder from others. 

“These figures are sufficient to reveal that 
while both size and integration are conspicu- 
ous in the corporate framework, neither ele- 
ment is dominant,” said Mr. Pogue, ‘‘there is 
room for ample competition both between the 
larger and smaller units as groups, and 
amongst the larger units as_ individuals. 

“It seems to me that both size and integra- 
tion are functions of mass-production and 
thus promote efficiency and economy in 
serving the consumer. I doubt, too, if opti- 
mum size has been passed by any unit in 
the industry.” 

John D. Gill, economist and member of the 
board of Atlantic Refining Company, em- 


phasized that the decline in petroleum prod- 
uct prices has been greater than that of any 
commodity prices, pointing out that from 
1929 to 1938 miscellaneous commodity prices 
declined 17.5 percent while in the same period 
the price of petroleum products fell 27.1 per- 
cent. 

Speaking for the independent groups, Ma- 
rion M. Travis, president of the Southport 
Petroleum Company of Houston, Texas, 
charged that major oil companies were using 
“political pull” to limit the growth of the 
independents. 

It remained for Russell Brown, counsel for 
Independent Petroleum Association of Amer- 
ica to raise the question of revision of the anti- 
trust law as a means to permit agreements 
within the industry. He opened a whole line 
of questions from the committee counsel and 
Leon Henderson, a member of the committee 
representing the Securities and 
Commission when he said: 

“The current interpretation of the anti- 
trust laws is now handicapping the independ- 
ent group in their efforts to protect them- 
selves from the larger companies. Since the 
recent prosecutions, some of the larger com- 
panies either fear prosecution if they accept 
sound productive policy based upon conser- 
vation or use the alleged fear of prosecution as 
a reason for not following such program. 

“The independent elements in the domestic 
petrcieum industry therefore insist that pro- 
vision be made in the law for the authoriza- 
tion of voluntary agreements within the in- 
dustry subject to the approval of some 
proper Federal agency.” 


Exchange 
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LOUISIANA 


May Cease To Be 
Disturbing Factor 


By R. G. Drown, Jr. 








In the past it has been stated that 


Louisiana oil was undermining the 
market structure in the Southwest 
through lax administration of the 
state’s conservation law and numerous 
extra allowables granted to political 
favorites. The scandals recently exposed 
in the state, which centered to a con- 
siderable extent around the adminis- 
tration of the petroleum law, have led 
to an overhauling of both personnel and 
operation. While the author of the 
following article does not attempt to 
prophesy he points out that both prom- 
ise and performance thus far indicate 


a uniform application of the law.—Ed. 
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Tue Lovtstana political scandals which 
have rocked the nation during the past three 
months have involved many state depart- 
ments—not the least of which has been the 
Department of Conservation, which has un- 
dergone a complete rejuvenation since Earl 
K. Long assumed the governorship of the 
Pelican State on June 26th. 

The hectic weeks that have followed have 
been marked by a rapid series of charges and 
counter-charges, injunctions and lawsuits, in- 
dictments and resignations. The principal de- 
velopments, from the viewpoint of the oil in- 
dustry, have been the resignation, at Gov- 
ernor Long’s request, of William G. Rankin, 
chairman of the department of conservation, 
and the appointment of State Senator Ernest 
S. Clements to succeed him; the indictment 
of former governor Richard W. Leche, Sey- 
mour Weiss, long a dominant figure in Louisi- 
ana politics, Freeman W. Burford of Dallas, 
prominent oil operator, and the East Texas 
Refining Co., for conspiracy to violate the 


Left—Commissioner Ernest S. Clements, of the Louisiana Conserva- 
tion Commission. Above—Governor Earl K. Long of Louisiana in 
his office at the state capitol with his secretary, Mary Walle, the day 


after his inauguration. 


Connally Hot-Oil act; the dismissal and re- 
hiring of Dr. James A. Shaw, head of the min- 
erals division of the conservation department 
(who on August 20th ended his life by firing a 
bullet into his brain); the resignation of 
C. A. Morvant, State Representative from 
Lafourche parish, as chief attorney for the 
conservation body; and the indictment of 
W. D. Dark, manager of the department’s 
offices in Monroe, La., and L. J. Melton, field 
agent, on charges of bribery. 

The administration of the conservation law 
and of the affairs of the department itself dur- 
ing the Leche administration have been sub- 
jected to a blistering fire of condemnation 
from business and civic leaders, including 
many oil men, who have called attention to 
any number of apparent irregularities and 
discriminations. 

State Treasurer A. P. Tugwell, for example, 
who is now a candidate for the governorship 
in the 1940 election, charged that certain Lou- 
isiana concerns dealing in oil well supplies, 
tanks and other equipment, have been com- 
pelled to place their orders through a Texas 
equipment and supply firm which took a 10 
percent discount even though it did no more 
than bill the equipment to the state of Louis- 
iana. There was absolutely no advantage 
in this procedure, he charges, as far as the 
local dealer was concerned, but dealers who 
refused to meet this requirement, according to 
Mr. Tugwell, missed out on their share of the 
state business. 

Every outside corporation doing business 
in Louisiana is required by state law to desgi- 
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nate a resident of the state as its resident 
agent, for which a nominal fee is paid the Sec- 
retary of State. Resident agent for the cor- 
poration in question was C. A. Morvant, chief 
attorney for the department of conservation, 
State Representative from Lafourche parish, 
who has been the state administration floor 
leader in the Louisiana House of Representa- 
tives. Mr. Morvant, who admitted repre- 
senting this firm and half-a-dozen others in a 
similar capacity, has since resigned his con- 
servation department post. Governor Long 
has named no successor to the $5,000 per year 
job, remarking that in his opinion the job is 
unnecessary. 

Tugwell intimated that firms doing busi- 
ness through this corporation were favored 
with state contracts and that part of the 
10 percent discount found its way back to 
Louisiana in the form of payments to state 
politicians. 

A second conservation department scandal 
has been the ‘“‘“Mystery of the Missing Geology 
Building” on the Louisiana State University 
campus at Baton Rouge. The mystery in- 
volves the disappearance of some $75,000 of 
a legislative appropriation of $350,000 of con- 
servation department funds which was to 
have been used to construct an as-yet-unbuilt 
Geology Hall at L.S. U. Conservation de- 
partment financial reports show that the 
money was paid to the university. L.S. U. 
books show no record of ever having received 
it. Efforts of the newspapers and civic com- 
mittees to check the conservation department 
books were consistently rebuffed by former 
Commissioner Rankin, who was upheld by 
the state courts on various technicalities. 
Rankin, named conservation commissioner by 
Governor Leche in August, 1936, to succeed 
former commissioner Robert S. Maestri, who 
resigned to become mayor of New Orleans, 
resigned as increasing pressure was brought 
to force him to submit his department’s re- 
cords to inspection. 

A major sensation in Louisiana oil circles 
was the indictment of former Governor Leche, 
of Seymour Weiss, confidante of and politi- 
cal treasurer for Huey Long, and of Burford. 
Leche and Weiss are charged, in the indict- 
ment returned by the United States grand 
jury in New Orleans, with violating the Con- 
nally act by agreeing to procure “‘certain or- 
ders’”’ of the Louisiana conservation commis- 
sion resulting in an unfair proration of oil 
produced in the Rodessa field in favor of com- 
panies represented by Burford. In return for 
the illegal permit it is charged that Leche and 
Weiss were paid ten cents per barrel for all 
oil produced under the “‘extra’’ orders. 

The Ouachita parish grand jury indicted 
Dark and Melton on charges that they had 
received $4,200 for issuing permits to allow 
various companies to acidize gas wells and for 
issuing other permits allowing officially closed 
wells to reopen after alleged law violations. 
A partner in one of the oil companies involved 
is W. B. Inabnet, state representative from 
Ouachita parish. Former Governor James A. 
Noe, present state senator from Monroe and 
another strong candidate for the governor’s 
chair next year, is president and general man- 
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ager of another. Neither Inabnet nor Noe 
were indicted, though Dark and Melton, both 
of whom resigned following their indictments, 
while admitting taking the bribes, branded 
those who offered them as being equally 
guilty. 

Said Noe: “Since the beginning of the 
Leche administration the independent oil and 
gas operators have had to pay tribute to this 
vicious political machine.” 

George E. Lilly, Texas operator, is another 
who has recently charged the state with dis- 
criminating against some producers. He de- 
clared, in a suit filed in federal court in New 
Orleans in which he attacked the constitu- 
tionality of the Louisiana proration law, that 
he was denied a drilling permit for the Eola 
field and that political pressure was brought 
to bear on him while acts of the state con- 
servation department were discrimnatory in 
favor of others in the same field who were 
allowed to produce oil in excess of the allow- 
able set for him. 

Lilly asserted that W. C. Feazel, former 
state representative from Ouachita parish, 
was granted a permit at the time his was 
denied. In spite of denial of his application 
(which was later granted) Lilly said that he 
drilled and on August 4th brought in a well 
at 600 bbl. through a quarter-inch choke. 
Immediately, he added, his allowable was set 
at 61.10 bbl. daily, though other wells in the 
field were allowed, he claimed, to produce 
214.90 bbl. 

He appealed to the commission, his petition 
says, and while his hearing was pending his 
allowable was reduced to 29 bbl. daily de- 
spite the law’s provision that the protested 
allowable may not be changed until a decision 
has been reached in the matter. He charges 
that the state proration laws are discrimna- 
tory and, therefore, unconstitutional. 

The new commissioner of conservation, 
Ernest S. Clements, was a small-town boy, 
born and reared in Oberlin in southwest Loui- 
siana. A graduate of Louisiana State Univer- 
sity, he enlisted in the army for the World 
War in 1918 and his diploma was forwarded 
to him at camp. After the war he entered a 
law office in his home town and became court 
reporter for Allen parish. He later served as 
chief deputy clerk in Allen parish, secretary- 
treasurer of the Allen parish police jury, and 
in 1936 was elected to the state senate on the 
administration ticket, polling a large vote, 
aside from that accorded him by his admin- 
istration support, because of his excellent 
record in public life dating back to 1920. 
Commissioner Clements, who was appointed 
on July 25th, is 41, was married in 1919, and 
has a daughter who is a junior in the music 
department at L.S. U. 

In making the appointment, Governor 
Long, a close personal friend, called Senator 
Clements “‘an unusually intelligent man who 
has some knowledge of the law but no pre- 
vious experience in the oil business.’’ At the 
same time, the Governor “suggested” that 
Clements retain Dr. Shaw, who had pre- 
viously been discharged as head of the state 
minerals division because he had been thought 
to “‘be in the supply business,” to advise him 


about oil and gas matters. When Dr. Shaw 
killed himself after testifying as a govern- 
ment witness in a hearing called in Texas to 
attempt to extradite Burford, David B. Mc- 
Connell was named to succeed him. 

Senator Clements, who has been chairman 
of the state senate committee on conserva- 
tion, announced his acceptance of the post 
of conservation commissioner on ‘“‘a tempor- 
ary basis’ and added that such acceptance 
would not alter his plans “regarding my can- 
didacy for re-election to the state senate.” 

He said: “I am accepting the appointment 
as temporary, and only from the standpoint 
of a citizen interested in the welfare of our 
state and for no other reason. It might be 
that I will be in a position to assist in correct- 
ing any affairs that need correction, and I 
pledge myself to that policy.” 

He pledged further that ‘‘the department 
will do the best job we know how—safely, 
honestly, and to the best interests of the 
people of Louisiana.” 

Governor Long, following Clements’ ap- 
pointment, announced his intention of “‘clean- 
ing up the payroll of the department” by 
cutting salaries and expenses wherever pos- 
sible, “starting at the top.”’ Clements soon 
announced that several employees had been 
dropped from the payroll on August 1st and 
15th and that other expenses had been cur- 
tailed to effect a considerable saving. ‘“‘We 
are attempting,”’ he said, “‘to run the depart- 


Pumping well of The Texas Company at the Lake 
Barre field, Louisiana. 




























































ment’s affairs in a safe, economical, and busi- 
nesslike manner.” 

On August 24th he announced that he had 
barred employees of his department ‘from 
engaging in the oil or gas business in any 
manner. That goes for the commissioner as 
well.”” Dr. Shaw was said to have held leases 
on land in the Golden Meadow area and over- 
riding royalties of some of a major company’s 
leased lands. 

Hardly had he assumed his new post than 
he took occasion to assert: ‘‘Ernest Clements 
has never been dictated to, not even by his 
own dad. The rights of everyone will be pro- 
tected and the conservation laws will be 
rigidly enforced. No one is going to dictate 
to the conservation department.” 

The new commissioner has stated that Lou- 
isiana will co-operate in preventing overpro- 
duction and in stabilizing market condi- 
tions, as was exemplified in the recent general 
shutdown and in the substantial reductions 
in daily allowables since Clements has taken 
over. Production will be controlled by elimi- 
nating the authorization of special allowables 
to certain fields and operators which is said to 
have led to past abuses and to over-produc- 
tion. 
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Aerial view showing the activities at the Leesville 
field, La Fouche, Louisiana. 


‘All allocations will be made openly,” said 
Commissioner Clements, ‘‘and all fields and 
operators will be required to conform strictly 
to their production allowances. All fields and 
operators are going to be restricted. They’ll 
be confined to the limitations imposed by 
these restrictions.” 

Production of individual wells is to be lim- 
ited to not more than 400 bbl. daily in con- 
trast to the former practice of leaving this to 
the discretion of the operators. One well 
often produced excessive amounts in order to 
make up for allowables that others did not 
make. The new policy is to allocate each 
field’s production to the operator and the 
wells, with no well given an allowable greater 
than it can produce and others limited to con- 
servation requirements with a maximum of 
400 bbl. This procedure was inaugurated 
during August and accounted for much of 
the reduction effected in the August allowable 
schedule. 

The Connally act, according to Governor 
Long, “is nothing but a gentlemen’s agree- 
ment, about like the League of Nations,”’ but 


+ 
~~ 
: 


a ee —<= 


. ie > ——— a 
entice OE = me - 
Z wae a 


—— at memari 


he pledged Louisiana’s co-operation as a fed- 
eral grand jury investigated alleged viola- 
tions in the state and the federal government 
set up a branch of its petroleum investigation 
unit in New Orleans. 

““My understanding of the oil industry,” 
the governor added, “‘is the less oil you take 
out of the ground, the greater the ultimate 
yield. So while we’ll reduce the total output 
in Louisiana, we'll maintain oil prices and 
conserve one of the state’s greatest natural 
resources.” 

Opinion is divided as to the eventual effect 
of the change of administration of Louisiana’s 
oil affairs. It is true that the present gov- 
ernor and conservation commissioner have 
been important cogs in the political machine 
that is now so thoroughly discredited, yet in 
some quarters the belief is expressed that 
Long, who is undeniably anxious to redeem 
himself both for personal and political reasons 
and who hopes to be re-elected in 1940, and 
Clements, whose vigorous tactics and “no 
dictation’ attitude seem to indicate a pro- 
gressive, efficient administration, will stick 
to policies that will insure permanent im- 
provement in the state’s badly muddled oil 
situation. 
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OUTLOOK FOR CALIFORNIA’S 


Conservation Law 


By James H. Collins 


Fate of Measure Enacted by 
State Legislature Will be De- 
termined by Referendum Vote 
in November — Sentiment for 
Regulation Believed Stronger 
Than When Previous Bill Was 


Defeated. 


Cairorni’s second attempt to introduce 
state regulation of petroleum production will 
face its critical test on November 7th when 
the voters will decide whether the conserva- 
tion law passed by the state legislature at its 
recent session shall be accepted or rejected. 

In most states of the Union an act of the 
legislature, approved by the Governor, be- 
comes law without further question; but in 
California, if a sufficient number of voters 
sign petitions for a referendum, such a legis- 
lative act must be submitted to a direct vote 
of the people at either a special or regular 
election. The filing of the petition automatic- 
ally prevents the law from taking effect until 
the election has been held. Thus, while the 
conservation law was passed by the legisla- 
ture three months ago and signed by Gov- 
ernor Culbert L. Olson on July 22nd, it is 
still uncertain whether or not it will be 
allowed to go into effect. 

Even in the case of a law to which consid- 
erable oppositicn exists a spontaneous up- 
rising of the people to demand its repeal can- 
not be depended upon to take place. To ob- 
tain action despite public lethargy, organized 
effort is needed. Consequently, among other 
unusual industries in California that of con- 
ducting referendum campaigns has sprung up. 
For something like ten cents per signature 
commercial organizations will undertake to 
obtain the requisite number of names needed 
to insure a decision at the polls. In this case 
the required number of signers was 132,534 
and that number was exceeded in petitions 
filed about a month ago. After filing, the lists 
are checked by county officials to make sure 
that all are qualified voters. This has now 
been done. 

The foregoing reference to methods by 
which referendum petitions may be built up 
must not be taken to imply that opposition 
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to the conservation law is wholly an artificial 
creation. Such is not the case. Seven years 
ago a regulatory measure known as the Shar- 
key bill was overwhelmingly defeated in a 
referendum. That bill became an issue in a 
hotly contested political campaign and the 
cry raised by opponents that it would estab- 
lish an oil monopoly in the state undoubtedly 
influenced many voters who had little knowl- 
edge as to the provisions of the law or its 
effect in operation. 

Since that time conservation has come to 
be better understood. Sentiment has changed 
to some extent at least. Whether it has 
changed enough to provide a majority in sup- 
port of the law cannot be told for certain until 
the votes are counted. It is considered signifi- 
cant, however, that some of those who op- 
posed the Sharkey act are in favor of the 
Atkinson bill, as the pending measure is 
known. 

Opponents of the law within the oil indus- 
try itself are for the most part a recalcitrant 
minority which has been against control, vol- 
untary or compulsory, since it became an 
issue. Some of them are small producers, and 
others, like the leader of the opposition, J. A. 
Smith, are leaseholders or royalty owners, 
with no production. The present quota for 
the state is 625,000 bbl. daily, and the pro- 
duction represented by all opponents does not 
exceed two to three percent of the total 
production. 

Some few opponents, however, are pro- 
ducers who have loyally complied with the 
voluntary curtailment program, but who feel 
that compulsory control is different. They 
have supported conservation, but do not like 
compulsion. 

It is no secret that President Roosevelt and 
Secretary of the Interior Ickes brought direct 
influence on Sacramento in favor of the law 
during the last-minute fight for its passage. 
Logically, their influence would be exerted in 
support of the law in the referendum. It 
might be the deciding factor if the vote were 
close. 

It is something of a handicap to proponents 
of the law that it is to be voted upon at the 
same time with a referendum on the famous 
‘“‘Ham an’ Eggs’ proposal for a liberal weekly 
pension to all old-age residents of the state. 
Presumably the Ham-and-Eggers will turn 
out in full force to support their favorite 
scheme and they represent a class that might 
be swayed by propaganda to vote against the 
conservation law without knowing much 
about it. Outbreak of war in Europe with a 
prospective increase in the demand for Cali- 
fornia’s gasoline and fuel oil may lead some 
voters to feel that proration of production is 
not needed at this time. Nevertheless the 
opinion of seasoned political observers ap- 
pears to be that there is a strong liklihood 
that the law will be upheld. 


































































Superior Oil Company’s 
Burner No. 1 at Rio Bravo, 
California, with 200 ft. rig 
and 500 |b. pressure boilers. 
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BASIC PROBLEM In Mexican Oil Case 


UNCHANGED 


Remains 


Although befogged by a mass of conflicting statements. the fundamental issue in Mexico’s 
In his speech 
of September Ist before Congress, President Cardenas served notice that Mexico intends to pay 


expropriation of oil properties remains exactly where it stood eighteen months ago. 


nothing for the subsoil petroleum under the lands owned or leased by the foreign oil companies 
prior to the adoption of the 1917 Constitution. He thus endeavors to reverse the position of the 
Mexican Government as established in past legislation, jurisprudence and international agree- 
ments over the past twenty-two years. His position amounts to a formal declaration of confisca- 
tion of the most substantial portion of the value of the seized properties. His statements that 
Mexico will pay as, when and how convenient have been made with the reservation that such 
payment will be confined to surface properties, less depreciation, a condition which would enable 
the Mexican Government to whittle valuations down to a nominal sum. A prompt, just payment 
for the properties as a whole is clearly beyond Mexico’s ability, never has been offered and is now 
openly repudiated. The State Department of the United States has adhered steadily to the posi- 
tion that compensation must be based on the established principles of international law. The 
issue is whether, under its municipal legislation, any nation can confiscate the property of Amer- 











icans abroad. The following article, based on a careful study of the exchanges between Mexico 
and the United States, presents a clear statement of the situation. 


Pesiwent Carvenas of Mexico, in his 
message to the Mexican Congress on Septem- 
ber 1st, 1939, took the position that the seiz- 
ure of the property of American and other 
overseas oil companies in Mexico concerned 
only the Mexican Government and the com- 
panies. He went out of his way to congratu- 
late the American State Department for “‘its 
correct attitude . .. in not desiring to be- 
come involved” in the problem through the 
exercise of diplomatic pressure in behalf of 
the oil companies. He stressed the fact that 
the Government of the United States has 
never questioned Mexico’s right to expropri- 
ate, and he pointed out that this right was 
recognized in the negotiations for the settle- 
ment of the expropriated agricultural lands. 
As a result of this position of the United 
States Government, President Cardenas said, 
“the essential problem became then the 
amount and manner of payment for the in- 
demnification of it under our laws.” The 
implication is that this is the only issue in 
the oil seizures. 

In drawing a parallel between the cases of 
the land and the oil expropriations, President 
Cardenas fails to point out that the present 
unsatisfactory ‘“‘settlement” of the agricul- 
tural expropriations was only effected after 
years of active intervention and diplomatic 
pressure by the State Department. At the 
same time he omits any reference to the fact 
that the fundamental problem in the oil seiz- 
ures is the question of the subsoil rights, and 
of Mexico’s attempts to deprive foreigners of 
these rights, which have been frequently con- 
firmed to them by the Mexican Government, 
without proper indemnification. His obvious 
implication is that the State Department 
must keep out of the negotiations so that he 
can make a direct settlement ‘‘with the inter- 
ested party” on his own terms. In seeking to 
exclude the State Department from partici- 
pation he is closing his eyes to the fact that 
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his insistence that the subsoil rights belong to 
the nation and not the owners of the property 
challenges the position which the State De- 
partment has adhered to for years. The Gov- 
ernment of the United States has consistently 
protested all efforts of the Mexican Govern- 
ment to deprive American citizens arbitrarily 
of legal rights which have been unequivocally 
confirmed to them by the Mexican Govern- 
ment. 

President Cardenas has apparently inter- 
preted the State Department’s reluctance to 
embarrass him by forcing a settlement as an 
indication that the American Government 
tacitly accepts Mexico’s contention that the 
issue concerns only the Mexican Government 
and the despoiled oil companies. The truth is, 
of course, that the State Department has on 
numerous occasions made plain to the Mexi- 
can Government that it will not condone 
expropriation of the oil properties without 
prompt, effective and adequate compensation. 

Although the accustomed procedure of the 
State Department in cases of attempted con- 
fiscation has been to espouse officially the 
claims of spoliated citizens, the department 
in this instance encouraged the injured parties 
to seek to make a direct settlement. That this 
was done out of consideration for the Mexican 
Government is obvious, but this generous 
spirit on the part of the Department of State 
does not mean that that Department is un- 
aware of the fact that if Mexico succeeds in 
acquiring for a mere fraction of their value 
properties, which are admittedly worth hun- 
dreds of millions of dollars, a great wrong will 
have been done to the American and other 
stockholders who, in the final analysis, are the 
lawful owners of these properties. 


UNSUCCESSFUL NEGOTIATIONS 


The companies attempted a direct settle- 
ment, in compliance with the desire of the 
State Department. They offered to make a 


concession from their legal rights, which logi- 
cally would have required a return of the 
property Mexico was unable to pay for, and 
proposed to the Mexican Government that 
an operating contract be made under the 
terms of which the companies would manage 
their expropriated properties for a long term 
with the assurance of fair returns to Mexican 
Labor and the Mexican Treasury, an assur- 
ance of stable labor and tax conditions, and a 
commitment that at the end of the contract 
all the companies’ properties would be turned 
over to the Mexican Government free and 
clear. Thus over a period of time nationaliza- 
tion would ultimately be effected by agree- 
ment. 

But the Mexican Government’s insistence 
that the owners of the expropriated properties 
had no right to the oil in the subsoil of these 
properties created a situation in which further 
direct negotiations were fruitless. It is perti- 
nent to note that Acting Secretary of State 
Sumner Welles pointed out in his official state- 
ment on August 14th, 1939, that the discon- 
tinuance of the direct discussions between the 
Mexican Government and representatives of 
the oil companies “in no sense relieves the 
Mexican Government of its obligations to 
make prompt, adequate and effective com- 
pensation for the petroleum properties which 
have been taken, if the expropriation is to be 
regarded as valid.” 


BASIC POINTS AT ISSUE 


The Mexican President’s statement raises 
two important points: 

1. The role of the State Department in the 
negotiations, and 

2. The question of who owns the oil in the 
seized properties. 


ROLE OF 
STATE DEPARTMENT 


In its first public statement about the seiz- 
ure of American and other oil companies by 
the Mexican Government, the Department of 
State described this act of expropriation as 
“but one incident in a long series of incidents 
of this character” and remarked that the 
American Government had “‘on numerous oc- 
casions and in the most friendly manner 
pointed out to the Government of Mexico 
that in accordance with every principle of 
international law, of comity between nations, 
and of equity, the properties of its nationals 
so expropriated are required to be paid for 
by compensation representing fair, assured 
and effective value to the nationals from 
whom these properties were taken.” 

On August 14th, 1939, Acting Secretary of 
State Sumner Welles reiterated these same 
principles, and, in commenting on the dis- 
continuance of direct discussions between the 
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Mexican Government and representatives of 
the oil companies, he remarked that “‘it is, of 
course, evident that a solution of this con- 
troversy must be found in accordance with 
the basic principles of international law, as 
this Government has invariably insisted at 
every step of the present negotiation.” 


BASIC PRINCIPLES 
OF LAW 


In discussing the questions arising out of 
the expropriation of agricultural lands, the 
Secretary of State, Mr. Cordell Hull, in his 
note of August 22nd, 1938, dealt with three 
fundamental principles: 

1. The obligations of a government to make 
adequate, effective and prompt payment 
for expropriated properties; 

2. The denial of a government’s right to 
vitiate international law through its own 
legislative acts; 

3. The denial of an expropriating govern- 
ment’s right to omit compensation on 
the ground that it is unable to pay. 

I. In developing his first point the Sec- 
retary of State remarked that the Govern- 
ment of the United States ‘“‘merely reverts to 
a self-evident fact when it notes that the 
applicable precedents and recognized auth- 
orities on international law support its decla- 
ration that under every rule of law and equity 
no government is entitled to expropriate pri- 
vate property for whatever purpose without 
provision for prompt, adequate and effective 
payment therefor.” 

II. The Secretary then referred to the “‘sur- 
prising contention” of the Mexican Govern- 
ment “that it may expropriate property and 
pay therefor insofar as its economic circum- 
stances and its local legislation permit, but 
that if these circumstances and legislation do 
not make possible the payment of compensa- 
tion it can still take the property.”’ The Sec- 
retary of State then pointed out that “‘if this 
theory were sound, the safeguards which the 
fundamental laws of most countries and es- 
tablished international law have sought to 
provide for private property would be utterly 
worthless. Governments would be free to 
take private property far beyond or regard- 
less of their ability or willingness to pay and 
the owners thereof would be without recourse. 
This, of course, would be unadulterated con- 
fiscation.”’ 

III. Secretary Hull, finally, pointed out 
with reference to Mexico’s contention that its 
need for social reform was pressing, that “the 
Government of Mexico in effect suggests that 
whenever special conditions or circumstances 
obtain in any one country, that country is 
entitled to expect all the other nations of the 
world to accept a change in the settled rules 
and principles of law which are domestic quite 
as much as international solely in order to 
assist the country in question to extricate it- 
self from difficulties for which it is itself en- 
tirely responsible. Specifically it is proposed 
to replace the rule of just compensation by 
the rule of confiscation. Adoption by the 
nations of the world of any such theory as 
that would result in the immediate break- 
down of confidence and trust between nations 
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and in such progressive deterioration of inter- 
national economic and commercial relations 
as would imperil the very foundations of mod- 
ern civilization. Human progress would be 
fatally set back.” 


DIFFERENCE BETWEEN 
SETTLEMENTS 


Apart from the technical differences between 
the expropriation of agricultural and oil lands, 
the two differ fundamentally because of the 
fact that, whereas, in the seizure of farm lands 
only the surface of these properties was in- 
volved, in the seizure of the oil lands the prob- 
lem of the subsoil rights is the main issue. Put 
in its simplest terms the question is: Who 
owns the oil in the properties which the oil 
companies bought or leased in Mexico? This 
has been the subject of protracted negotia- 
tions between the Governments of the United 
States and Mexico during the last quarter 
century and involves clearly defined principles 
of international law. 

Prior to 1917, title to this oil was vested in 
the owners of the land. This was confirmed 
by Mexico’s mining laws of 1884, 1892 and 
1909. In 1917 the Mexican Government 
sought to deprive the oil companies of the 
ownership of the oil in their properties by in- 
serting a provision in Article 27 of the new 
Mexican Constitution to the effect that own- 
ership of petroleum is vested in the nation. 
The American Government as early as 1918 
took the position that, while this provision 
might apply to public lands, it could not be 
applied retroactively to private lands, title 
to which had been acquired prior to 1917. 
After prolonged negotiations, and after the 
Mexican Supreme Court has rendered five de- 
cisions affirming the fact that Article 27 could 
not be applied retroactively, it was estab- 
lished, first in the so-called Bucareli agree- 
ment, and later in the so-called Morrow-Calles 
agreement, and in the Mexican Petroleum 
Law of 1927, that Mexico recognized the oil 
companies’ rights to the oil in the subsoil. 

By serving notice that Mexico now intends 
to pay nothing for the subsoil petroleum un- 
der the lands owned or leased by the foreign 
companies, President Cardenas has raised 
anew the entire question of subsoil rights. His 
position amounts to a formal declaration that 
by unilateral action he has confiscated—note 
this term—these rights and in so doing has 
reversed the position of the Mexican Govern- 
ment as established in past legislation, juris- 
prudence and international agreements. 

It is pertinent to note here that President 
Cardenas not only failed to avail himself of 
the opportunity to make a fair adjustment of 
the issue without the active interference of 
the American Government but that by at- 
tempting to nullify unilaterally the results of 
a series of negotiations between the Mexican 
and American Governments covering a period 
of 25 years he has placed the American Gov- 
ernment in the position of having to take an 
active stand against his confiscatory action 
or of acquiescing in Mexico’s confiscation of 
the property of American citizens. This, as 
Secretary Hull pointed out in the case of the 
agricultural properties, the American Govern- 


ment will not do. The State Department has 
consistently refused to admit Mexico’s right 
to confiscate. Ever since 1916 it has protested 
against the repeated attempts of the Mexican 
Government, under many different guises, to 
deprive Americans of elementary rights. In 
particular, it has resisted Mexico’s many 
efforts to take away from the overseas oil 
companies their rights to the oil in the prop- 
erties that they have bought or leased. 

If, today, President Cardenas’ doctrine that 
he is under no obligation to pay for the sub- 
soil rights of the oil properties which he has 
seized were to be accepted, the oil companies 
would be deprived of the most substantial 
element in the value of the confiscated prop- 
erties. That this is the objective of the Mexi- 
can Government is clear from the repeated 
statements that Mexico will pay for the 
properties solely on the basis of the registered 
tax values of the surface lands. Apart from 
the fact that lands in Mexico, as in the United 
States, are assessed for tax purposes at less 
than their full value, the failure to take ac- 
count of the value of the subsoil rights makes 
it plain that Mexico is trying to depress the 
valuation of the oil companies’ properties to 
a vanishing point. 

This is why Mexico’s alleged willingness to 
make compensation—on its own terms—is a 
mere subterfuge to evade the obligations im- 
plied in the principles set forth by the Depart- 
ment of State. Under these principles com- 
pensation must be fair, effective and prompt. 
A “fair” valuation would, obviously, include 
the subsoil rights. But if the companies’ sub- 
soil rights in their properties are fairly esti- 
mated the total value of the companies’ prop- 
erties would be so great that Mexico’s finan- 
cial resources would be completely inadequate 
to enable her to pay—either now or in years 
to come. It is pertinent to note that as long 
ago as 1921 the Mexican Government itself 
estimated the value of the overseas oil prop- 
erties in Mexico at about $1,000,000,000. 
Mexico is already in default on practically all 
its indebtedness abroad. 

Mexico’s attitude in the matter of the sub- 
soil rights is a direct challenge to the Govern- 
ment of the United States and can only be 
settled by active interposition of that Govern- 
ment. The real issue, it cannot be sufficiently 
stressed, is Mexico’s action in confiscating the 
property of American citizens. By pretending 
that the only question is the amount of com- 
pensation due and the method of payment, 
the Mexican authorities are attempting to 
pull the wool over the eyes of the American 
Government as well as the American people. 
Confiscation in the final analysis is robbery 
by the State. Mexico’s confiscatory system of 
valuation amounts in fact to confiscation. 
The consistent position of the United States 
has been that no foreign country can with 
impunity confiscate the property of American 
citizens. 

Thus the issue between the two countries 
is squarely joined. It transcends in impor- 
tance the particular facts out of which it 
arose, for upon its correct solution the safety 
of all internationally-owned property and in- 
vestments depends. 
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ALLOY PIPE tor Multiple Zone Production 


By J. H. Adkinson and P. E. Fitzgerald* 


Miuttirte zone production methods have 
been developed to produce several pay zones 
simultaneously, thereby permitting maximum 
recovery with minimum lifting cost and in- 
vestment. A recent paper by DeLaat' dis- 
cussing this subject points out the extensive- 
ness of these practices even though they are 
of a special nature. 

Multiple zone production is not a new prac- 
tice, since there were wells in various parts of 
the Midcontinent and eastern states so com- 
pleted more than thirty years ago. A typical 
completion, as practiced in some of the east- 
ern fields, was to set eight-inch pipe on top 
of the upper producing formation, setting 
seven-inch pipe on top of the lower producing 
zone. After the lower zone was shot and the 
seven inch pulled, the hole was cleaned out 
and a perforated steel liner hung inside the 
eight-inch casing, thus permitting production 
from two or three formations to flow into 
the well. 

This same general program was used in the 
old Keifer field south of Tulsa, Oklahoma, 
where the producing section was unusually 
thick and separated into two zones by a 
shale break. 

In California, the fields are characterized 
by numerous pay zones separated by shale or 
barren sections. The formations are highly 
incompetent and must be supported. Due to 
the multiplicity of the pay zones it has been 
almost impossible to isolate them and the 
practice of multiple zone production through 
perforated or screened liners has been in use 
many years. 


These early methods were found to have 
some disadvantages, such as clogging of the 
screen or erosion of the perforations. Re- 
medial measures were expensive and haz- 
ardous. 

Improvements on these methods were de- 
veloped that overcame some of the more 
important problems. The use of fully ce- 
mented casing and proper zone isolation were 
among the improvements in complete prac- 
tice. Later the oil string was cemented 
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through the producing formation. In some 
cases liners were cemented through the pro- 
ducing section, the top of the liner being 
placed well up into the last string of pipe. 
The formation was then opened to production 
by ripping through the liner and cement. 


in Illinois owes its origin to the fact that the 
sands generally have low initial production 
and the drilling of twin wells even to relatively 
shallow depths is uneconomical. Also it was 
found that ripping or perforating of the pipe 
run in a conventional manner opposite the 


Table I 
Data and Properties of Dowmetal Pipe for Sizes now Used in Illinois 





Pipe 
Diameter Thickness 











FULL SECTION STRENGTH 
Tensile Compres- 
ad ive Load Ultimate Joint 


Collapse Bursting Producing Causing Strength Effie- 














Material Size 0. D. I. p. Wall D/t Pressure* Pressure Pull Out Failure of Pipe iency** 
In. In. In. In. Ratio Lb. /sq.in. Lbs./sq.in. Lb. Lb. Lb. Percent 
1 2 3 4 5 6 7 8 9 10 ll 12 
Dowmetal F 54 5.566 4.892 .347 16.1 1430 4900 152,525 208,000 263,000 78 
Dowmetal F 6 6.0 5.512 244 24.6 740 3925 96,800 153,000 243,000 63 
Dowmetal F 7 70 6.336 -332 21.1 1040 2890 163,525 271,000 391,000 69 


*To obtain setting depth for collapse multiply figures in Column 7 by two and divide by the desired 
safety factor. (Assuming two feet of salt water equals one pound per square inch pressure.) 


**Joint efficiency is equal to pull out strength divided by ultimate strength of pipe. 


The ripping practice has been replaced largely 
by gun perforating which permits more ac- 
curate placing of perforations and also makes 
small uniform perforations that permit the 
running of packers and other equipment be- 
low the perforations without difficulty. The 
principal factor affecting this practice is the 
relative permeability of the producing forma- 
tion. If the characteristics of the sand are not 
well understood, it is advisable to core the 
formation and conduct analyses in order to 
determine if the method is operative. 












































Figure 2 
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During the last year or two, multiple zone 
completions of greater flexibility and adapta- 
bility have been developed that allow for a 
greater degree of success. This has been 
made possible through the development of 
certain alloys which are unique principally in 
that they can be removed chemically with 
ease. This property of easy removal permits 
these alloys to be used in place of steel in any 
of the methods previously described, pro- 
viding they are used in the light of their 
limitations. 

Multiple zone completions in the recently 
discovered Illinois fields have employed mag- 
nesium alloy pipe extensively. The practice 
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pay did not produce the required results, due 
to the low initial permeability of the pay zone 
which had been cased and cemented off. 

A typical casing program using alloy pipe is 
illustrated in Figure 1. In this case the Cy- 
press sand, which may vary in thickness from 
20 ft. to 50 ft., is separated from the lower 
Paint Creek stray by about 50 ft. of shale. 
The alloy section is placed in the oil string 
opposite the Cypress. If production is found 
in both the Paint Creek stray and Benoist, 
the oilstring is set on top of the Benoist with 
a second alloy section opposite the Paint 
Creek stray. 


CHEMICAL PROPERTIES 


The average chemical composition of the 
Dowmetal pipe now in use is: 


Magnesium 94.0—95.4 percent 
Aluminum 3.3— 4.7 percent 
Manganese 0.2 percent Minimum 


Zine 0.3 percent Maximum 
Silicon 0.5 percent Maximum 
Impurities 0.3 percent Maximum 


The alloy is 100 percent soluble in hydro- 
chloric acid and the rate of reaction varies 
with the percent concentration of the acid. 
This is shown in Figure 2. 
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The equation for this chemical reaction is: 
Mg+2HC1>MgCl.+H: 

The reaction products are magnesium chlor- 

ide, a water soluble salt which dissolves in 

the acid solution, and hydrogen, an extremely 

insoluble gas which is vented off. The heat 


at each end of the alloy section also minimize 
electrolytic corrosion. 

A recently developed protective coating is 
Ethocel lacquer, which adequately protects 
the pipe in most normal uses against brine 
corrosion and is beneficial toward minimizing 


“ accompanying this reaction is of a consider- the effect of electrolysis. Its efficiency when 
ely able magnitude but can be controlled by the pipe is set in the well depends on how 
ras proper treating technique in the chemical re- intact the coating is maintained during the 
ipe moval of such an alloy pipe. running of the pipe. 

i Although the reaction of hydrochloric acid Both the lacquer and heavy asphalt base 
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on steel or iron is effectively retarded by 


Figure 4 
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paint will provide adequate protection of 
welds in the alloy pipe. The flux used in 
welding this alloy will accelerate corrosion if 
not thoroughly washed from the pipe. 


METHOD OF MANUFACTURE 


This alloy pipe is manufactured by an ex- 
trusion process which consists essentially of 
forcing a billet of the alloy metal over a 
mandrel and through a die to give the pipe 


neal === = of the desired outside and inside diameters. 
In composition it is an alloy of magnesium 
oi with other metals. The molten alloy is 
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inhibitors, the alloy is readily soluble in in- 
hibited hydrochloric acid. This phenomenon 
is a large factor in making the chemical re- 
moval of magnesium alloy pipe a feasible 
practice. Otherwise the fast rate of reaction 
of acid on the steel pipe in the well at the in- 
creased temperature, caused by the heat of 
reaction, would induce a dangerous amount 
of corrosion of the steel near this section. 


poured into molds to form rough billets, 
which are then used for casting, forging or 
extruding shapes as desired. 

Various alloys are produced for specific 
characteristics such as strength, toughness, 
thermal conductivity, weldability and cor- 
rosion resistance. One outstanding charac- 
teristic of all the magnesium alloys is their 
extreme lightness, the average specific gravity 
being only 1.80. 

During the extrusion process the billet is 
heated to approximately 700 deg. F., at which 





























Figure 5 


Figure 3 shows a comparison of the rates of 
reaction of inhibited hydrochloric acid on this 
alloy, limestone, aluminum and iron. 

When any two different metals are in con- 
tact in an electrolite solution, an electrolytic 
action will take place, resulting in an attack 
on the metal which has the higher electrode 
due potential. Magnesium alloys are above iron 
one in the electromotive series; consequently any 


temperature the metal is fairly plastic. Exact Figure 6 | 
control of the speed of extrusion is important 
for uniformity of pipe in dimensions and 
properties. The speed of extrusion has a large 
influence on both the ultimate and yield 
strength of the pipe. Generally the lower the 
temperature and slower the speed, the greater 
the compression strength of the pipe. 

The alloy mentioned was chosen for making 


1) 





electrolytic action which takes place when 


oil field casing because of ease in extruding, 


re is these two metals are in contact in a medium weldability, rapid acid solubility and strength. 

Cy- of fair conductance will be in the direction of Tables I and II give pipe data and physical 

rom corrosion of the magnesium alloy. and mechanical properties of the alloy pipe 

wer Dowmetal F, the pipe used so far in the developed for use particularly in Illinois, 

ale. Illinois field, is resistant to the attack of most | where the setting depths are comparatively 

ring alkalis and of many organic chemicals, in- shallow. For greater setting depths, pipe of 

und cluding hydrocarbons, and most oils. This other dimensions, and in some cases of other : _—i— ont 

oo particular alloy was designed for its rapid alloys, may be used. s = 

vit acid solubility and is not particularly resist- 7 os +: z>—_! 

aint ant to attack by salt brines. Therefore, it is FIELD HANDLING ee ==a3 
not generally recommended for permanent From these tables it may be seen that this st ae 

. installations. Other magnesium alloys will alloy pipe does not have the high mechanical veg = = 


the vary considerably in their corrosion-resistance 
properties in different materials. The cor- 
rosion of a metal depends, among other things, 


properties of steel on a per volume basis. It 
is not intended as a substitute for steel pipe 
in the entire string, but does have sufficient 
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upon the corrosiveness of the environment mechanical properties to permit its use in a Hi 7p iy eee 
° . . ° : 33 | ' l 

and. cannot be predicted but must be meas- string of steel pipe, or as a liner, if handled By om 

ured by comparative tests. properly. It should not be used at stresses i a... . 








When run as a section in the oil string of 
casing, adequate protection against electro- 
lytie action of the magnesium alloy may be 
dro- obtained for considerable lengths of time by 
wry thoroughly coating the alloy metal at .ne 
cid. contact points with heavy asphalt base paint. 

Cadmium plated steel shoes or collars used 


beyond its yield strength. 

Concerning the use of this pipe as a section 
in the oil string of casing in Illinois to date, it 
may be said that generally the same pro- 
cedure that constitutes good practice for run- 
ning steel pipe has been followed, except that 
more caution has been exercised. 
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Abuses that have been guarded against in- 
clude high shock loads, caused by too sudden 
stopping of the downward travel of the pipe; 
high compression loads, caused by setting on 
bottom and throwing too much of the weight 
of the string on the pipe; crimping the pipe 
with tongs when making up. 

A long column of pipe of any metal will 
bend under slight compression loads. In run- 
ning a string of pipe containing alloy sections, 
it is very important that the string be kept in 
tension and in general that the entire string 
be properly run. 

A string of pipe containing alloy sections 
has never been floated in completely dry. 
Careful consideration has been given to the 
collapse pressure of alloy pipe in determining 
what length of pipe may be floated in before 
filling. 

Although not generally the case, it is pos- 
sible, because of the difference in weights of 
the cement and mud used when the alloy 
section is set deep in a well, to have a differ- 
ential pressure between the cement and mud 
column at the depth of the alloy section in 
excess of the collapse pressure of the pipe. 
However, in Illinois production is shallow 
enough to eliminate this possibility. 

In the event alloy pipe is set at depths 
beyond its collapse setting depth, the cement 
job, it. is believed, provides adequate insur- 
ance against collapse because of the high 
compressive strength of cement. All cement 
jobs are not perfect, unfortunately; also, it 
is a debatable question whether cement sets 
up opposite an oil saturated zone. Therefore, 
when alloy pipe is set opposite a pay which 


Table II 


Physieal and Mechanical Properties 
of Dowmetal F Alloy 


. Specific Gravity 1.77 
. Weight per cu. inch 0.064 Ib. 
. Melting Point 1160 deg. F. 


Coefficient of Thermal Expansion 0.000016 in. /deg.F. 
Modulus of Elasticity 6,500,000 Ib. ‘sq. in. 
Ultimate Tensile Strength 36,000 Ib. ‘sq. in. 
Tensil Yield Strength 27.500 Ib. /sq. in. 
. Ultimate Compressive Strength 51,000 Ib. ‘sq. in. 
. Shear Strength 18,000 Ib. sq. in. 
. Elongation 14.3 percent in 2 inches 
. Brinell Hardness 50 
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Left—Typical Dowmetal liner application; Center 
—Alloy pipe set opposite to oil pay with gas cap 
blocked off with cemented steel casing; Right— 
Dowmetal removal job with acid, showing gravel 


pack, cement cap and protective blanket of Jelly 
Seal. 


has a higher formation pressure than the col- 
lapse pressure of the pipe, there might ac- 
tually be no safeguard whatever against col- 
lapse of the alloy section unless the fluid level 
is sufficiently high inside the casing to offset 
the excessive formation pressure. If the 
cement has set up, but merely is not bonded 
to the oil sand, the cement will still offer good 
collapse resistance. It has been reported that 
such a condition has been observed in some 
Illinois fields. 

Enlarging the diameter of the bore hole for 
a distance from a few feet above down to a 
few feet below the alloy section of pipe, pro- 
viding a greater annular space around this 
pipe should afford greater possibility of a 
uniform cement sheath behind the pipe. This 
is illustrated in Figure 4. 

The general practice in the field to-date 
has been to make up the alloy section into 
steel casing shoes on each end, using either an 
alloy collar or a weld in the section when 
lengths greater than one joint are being in- 
serted into the steel casing string. In making 
up into steel shoes or collars, severe tonging 
has been found unnecessary to obtain a well- 
made-up joint, and in this way possible crimp- 
ing of the pipe has been avoided. 

When alloy sections of sixty feet or less in 
length were being run in the oil string it 
has been the procedure to make this section 
up into a steel casing shoe on each end before 
raising in the derrick. Tonging in this in- 
stance has been accomplished by placing the 
tongs on the casing shoes, using one set of 
tongs as back-ups while turning was done at 
the other end. 

When sections of much greater length were 
run, the alloy section has been made up into 
the steel casing shoe by spinning up with 
a rope. 

The chemical removal of the alloy pipe is 
readil:; accomplished due to the rapid solu- 
bility of the pipe in inhibited acid. Several 
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procedures are possible, but experience has 
proved that a straight circulation process 
offers excellent efficiency in Illinois wells. In 
this process, tubing is run in the hole to the 
bottom of the alloy section, the hole filled 
with water and circulation of 15 percent acid 
started down the tubing while water is bled 
off from the casing head. 


CHEMICAL REMOVAL 

A determination of the amount of acid re- 
quired is made considering the weight of 
alloy pipe to be removed, the inside diameter, 
length of pipe and the depth at which it is set. 
To date, 1,500 gal. of 15 percent hydrochloric 
acid is the maximum amount of acid used to 
remove 51% in. O. D. pipe with 0.347 in. wall 
from a depth of approximately 3,000 ft. For 
6 in. O. D. with 0.244 in. wall pipe set at 
1,500 ft., a maximum of 1,000 gal. of 15 per- 
cent acid has been used. 

After circulation of acid is started, water is 
allowed to flow into the pit until nearly all 
of the acid is in the tubing. From this point 
on, all returns from the casing head are flowed 
into a separate tank, from which it is later 
picked up and re-circulated until all of the 
alloy pipe is removed. Eight hours of circu- 
lation have been more than adequate for com- 
plete removal by this process and this time 
may be decreased in the future. 

A rocking method may be employed in 
deeper wells to avoid complete circulation 
and the consequent use of larger volumes of 
acid. In this process the acid is circulated out 
of the tubing past the alloy section, at which 
point circulation is reversed, pushing this 
same acid back over the alloy section. In 
this manner the extent of dilution obtained 
by complete circulation and the subsequent 
mixing of water in the hole is avoided. 

The cement sheath and the alloy section 
may be completely removed in a shorter per- 
iod by use of the acid jet gun. By use of the 
jet gun, large holes of four- or five-inch diam- 
eter may be cut through the pipe and cement 
sheath in approximately ten minutes. By ro- 
tating and raising the jet gun all of the surface 
of the pipe may be covered very quickly. 
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International Oil Reports 


FRONT COVER of this issue shows a sil- 
houette of the U. S. battle line returning from 
maneuvers. Photo taken under the wing of a 
plane of the U.S.S. CALIFORNIA—from Tri- 


angle. 


A FURTHER drilling campaign is con- 
templated in the region of Saint-Marcel, 
France, where gas was recently obtained in an 
effort to locate the assumed petroleum de- 
posit without delay. 


A BurREAu for Mineral Oil Products has 
been established in connection with the Com- 
merce and Industry Section of the Depart- 
ment of Economic Affairs in accordance with 
one of the eight National Economic Defense 
Laws passed in the Netherlands during 1939. 
All producers and importers of mineral lubri- 
cating oils are required to register with the 
Bureau, giving information as to the location 
of their offices, storage plants, etc., as well as 
the names of directors and, or owners, and 
full particulars as to the quantities handled 
and stored. Licenses are required for all 
deliveries exceeding 70 percent of average 
sales made in the year ending August Ist,1939. 


Tue 1940 International Petroleum Ex- 
position in Tulsa, scheduled for May 18th to 
25th, will probably reach a peak attendance. 
Never before has the exposition been so close 
to a sell-out this early, according to President 
W. G. Skelly, who said that officials are al- 
ready considering enlarging the grounds to 
provide more space if it is needed. Instead of 











aS 


4 












"es 
LX\7 


Vy 









NY 

















being harmed by the beginning of the war in 
Europe, additional exhibitors have hastened 
to sign contracts and many who had pre- 
viously signed have asked for additional 
space, thus indicating that hostilities abroad 
will actually increase the size of the show next 
spring. Early in September some 72 percent 
of the space had been sold and since the war 
another 11 percent has been taken, leaving a 
balance of only 17 percent available. With 
demand for oil, every country will be anxious 
to see the latest improvements in machinery 
and methods which will be on display at the 
1940 exposition, and with the exception of 
those nations actually at war, attendance from 
abroad will probably reach its peak, said 
Mr. Skelly. 


Tokyo is still pressing the substitute fuel 
campaign in Japan with unabated vigor, and 
although automobile operators appear reluc- 
tant to install the necessary equipment a grad- 
ual increase in their acceptance has resulted 
from the gasoline shortage, from granting of 
subsidies and from indirect official pressure 
on public companies. Charcoal is the only 
substitute which has come into general use, 
and there are about 3,000 units in use. The 
Fuel Bureau hopes to double this number by 
the end of March, 1940. Charcoalization 
practically is confined to busses and trucks. 
Acetylene gas has been used to good effect, 
but is limited as a substitute due to the fact 
that supplies are not adequate for any appre- 
ciable expansion. The same applies to natural 
gas, there being only enough to operate 40 
vehicles at present. One of the latest develop- 


pumps. 


ments has been in manufacture of electrically- 
operated automobiles, but the present output 
is admittedly experimental. 


@NeE of the newest oil well pumps is to be 
found on the Dunn lease of Skelly Oil Com- 
pany in the Oklahoma City oilfield. It is lift- 
ing 1,150 bbl. of fluid per day from the Simp- 
son zone at 6,400 ft. depth. The ten cylinders 
of the hydraulic pump are arranged radially 
about the crank shaft. Each cylinder has a 
4-in. bore and each piston has a 6-in. stroke. 
The crankshaft speed may vary from 180 to 
350 r.p.m. 

Located inside the large tank behind the 
rotary pump is a vertical hydraulic ram with 
a variable upward lift of 15 ft. The outside 
diameter of the ram is 10'%-in.; inside the 
ram is a 3\%-in. diameter tube to allow the 
11%-in. polish rod to pass centrally through 
the ram to be supported at the top. 

Oil is alternately pumped from the large 
high-pressure tank to the space below the ram 
and then back from the ram chamber into the 
pressure tank. The controls regulating the 
stroke of the ram, and the valves which re- 
verse the flow of oil to or from the ram, are 
shown on the right side of the illustration. 

The crankshaft operating the rotary pump 
is belt-driven by a 90 hp. gas engine. Fluid 
pressure under the ram varies from 150 to 
325 lb. per sq. in. on each stroke, and air 
pressure held on top of the oil in the pressure 
tank varies from 235 to 250 lb. during the 
stroke. In hot weather a fan is mounted in 


front of the engine for additional cooling for 
the oil pump. 


This is not an aeroplane engine but one of the newest types of oil well 
In hot weather a propeller-type fan is mounted in front of 
the power unit to cool the pump, increasing the illusion. 



























Hi. M. HERRON, president of California 
Texas Oil Company, and M. W. THORNBURG, 
- vice-president in charge of production and re- 
fining, sailed from New York for London on 
September 9th, where they expect to remain 
for some time. 

a * * 

WINTHROP ROCKEFELLER, 27-year-old son 
of JOHN D. ROCKEFELLER, JR., and the only 
one of the five sons to continue in the oil busi- 
ness, sailed June 26th on board the CONTE DI 
SAVOIA en route to Cairo. He will be gone 
from New York about eight weeks on a rou- 
tine business trip for Socony-Vacuum Oil Com- 
pany. Also on board was ROBERT S. STEW- 
ART, general manager of the Near Eastern 
Division of Socony-Vacuum, who is returning 
to his Cairo Post after a short vacation in the 
United States. 

« * * 

A. K. MCGILL, chief geologist of Socony- 
Vacuum Oil Company de Colombia, who has 
made his headquarters at the Aguas Claras 
camp on the Restrepo Concession in the Mag- 
dalena Valley of Colombia, is on a visit to the 
United States and Canada. Mr. McGill left 








Colombia by way of Barranquilla on the Pan- 
American clipper Saturday, September 23rd, 
and arrived in New York on the 24th; he will 
spend a week or ten days in New York before 
proceeding to Canada. 


.* = « 


WALDO SHELDON, Socony-Vacuum’s gen- 
eral manager in Venezuela, left his head- 
quarters in Caracas for a vacation in the 
United States after returning from a visit of 
inspection to the company’s drilling oper- 
ations in Eastern Venezuela early in Septem- 
ber. Socony-Vacuum has recently acquired 
an aeroplane for trips between La Guaira (the 
port for Caracas), Pariaguan and their wild- 
cat, Altamira No. 1, a location that would be 
difficult to reach otherwise than by plane. 


* * * 


Hoyt SHERMAN, well-known official of 
Mene Grande Oil Company at Maracaibo, is 
to be made manager of Mene Grande’s oper- 
ations in Eastern Venezuela while J. W. 
BRADBURY, formerly in Mexico, will assume 
his post of manager over Gulf’s interests in 
Western Venezuela. 








JOHN W. VAN DYKE, 
OIL INDUSTRY PIONEER 


JOHN WESLEY VAN DYKE, chairman of the 
board of the Atlantic Refining Company and 
one of the few men whose span of life ex- 
ceeded that of the oil industry, passed away 
at the Jewish Hospital in Philadelphia, on 
September 13th, at the age of 89, after an ill- 
ness of several months. 

Born at Mercersburg, Franklin County, 
Pennsylvania, nine years before Drake’s dis- 


Brazilian Oil Men Visit Uruguayan Refinery 























Following an invitation made by Administracién Nacional de Combustibles, 
Alcohol y Portland (ANCAP), Montevideo, Uruguay, several weeks ago a dele- 
gation of Brazilian oil men visited the installations of the Uruguayan refinery. 
This delegation was composed of several members of the Conselho Nacional 
do Petroleo, Rio Janeiro, headed by the President General Julio Caetano Horta 
Barboza. 

The Conselho is an institution of the Brazilian Government controlling all oil 
activities in Brazil. 

The visit paid to the A.N.C.A.P. by these Brazilian oil men is the first one of a 
series tending to the training of technicians in the modern plant of A.N.C.A.P. 
at Montevideo. 

At the left are shown: Eng. Carlos R. Végh Garzon, general manager of 
ANCAP (center) between General Horta-Barboza (right) and Captain Iba Jobin 
Meirelles (left), president and secretary, respectively, of the ““Conselho Nacional do 
Petroleo”. Dr. Juan Bautista Luzardo, Brazilian Ambassador to Uraguay, Eng. 
Héctor Fratelli, ANCAP’S refinery manager, as well as Alfredo D. Levrero and 
Ezequiel Pérez-Prins, ANCAP’S engineers, also appear in this picture. The photo- 
graph below shows General Horta-Barboza, Dr. Luzardo, Eng. Garzén and Eng. 
Levrero discussing the future Brazilian-Uraguayan relations in the oil trade. 
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covery well was brought in, young Van Dyke 
attended local schools and Tuscarora Acad- 
emy until he reached the age of 17. By that 
time the lure of the fields of western Pennsyl- 
yania where a great oil boom was under way 
pecame too strong to resist. For 70 years 
thereafter his business was to be oil and its 
by-products and was to make him one of the 
industry's outstanding figures. 

Oddly enough, Mr. Van Dyke’s first job in 
the oilfields was that of clerk in a store, but 
this task did not hold his interest for long. 
He entered oil work first as a pumper, then 
a tool dresser and finally a driller. Later he 
became a producer, but not before he had 
made his first business venture, the purchase 
of some land, which he sold at a profit before 
he reached the age of twenty-one. 

Through a friend, Mr. Van Dyke became 
an engineer in the Long Island City refinery 
of the Standard Oil Company and from then 
on his progress was rapid. In 1886 Standard 
sent him to Lima, Ohio, to build and operate 
a refinery. In building this plant, Mr. Van 
Dyke came in close contact with technically 
trained men, who were working on the prob- 
lem of desulphurization of Ohio crude. His 
outstanding contribution to this problem was 
in engineering and creating the devices and 
operations incident to a practically new in- 
dustry. 

In the years before Mr. Van Dyke became 
identified with the Atlantic Refining Com- 
pany he had made numerous contributions 
to the several branches of the industry. One 
such contribution was that of increasing the 
yields of wells through an acid treatment. 
He also designed oil tank cars which were 
stronger and safer than those in use at the 
time, thus solving one of the industry’s most 
perplexing problems and benefitting shippers 
everywhere. 

Mr. Van Dyke was general manager of The 
Atlantic Refining Company when it was a 
unit of the old Standard Oil group. In 1911 
when the federal courts ordered the dissolu- 
tion of the company, Mr. Van Dyke became 
president of The Atlantic Refining Company 
and set out to make it a strong and genuinely 
independent company. His aim was to build 
an integrated oil organization out of what 
had been, in effect, an incorporated refining 
department. 

Atlantic, through Mr. Van Dyke, figured 
prominently in the early-day service stations 
for motor cars. In 1915 it built the first serv- 
ice station in the east, one of the first modern 
service stations in the world. 

Another move by Mr. Van Dyke toward 
the success of his company was the building 
up of a large fleet of tankers. Atlantic began 
to build its own fleet shortly after the world 
war when there was a shortage of tankers. 
Today the company has a fleet of 25 ships. 
Mr. Van Dyke was honored by having the 
most modern and efficient named after him. 

Active in business right up until he became 
il, Mr. Van Dyke guided the company 
through many trying periods of economic un- 
test, always conforming to the effort for nor- 
mal and healthy growth. 
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He was director of a number of companies 
and of the American Petroleum Institute. He 
was a member of the Allen County Historical 
and Archeological Society, Lima, Ohio and a 
Fellow of the Philadelphia Art Museum. He 
had numbered among his friends and associ- 
ates the most prominent figures in the past 
half-century of the oil industry’s progress and 
had been one of its most respected members. 


* * * 


E. M. Situ, founder and former presi- 
dent of Emsco Derrick and Equipment Com- 
pany, will continue to be active in the manu- 
facture and distribution of oil well tools in 
the capacity of general manager of Globe Oil 
Tool Company. Mr. Smith began his career 
as a salesman in the California oilfields in 
1907, and during the ensuing 30-odd years 
has gained prominence because of he and his 
associates having been largely responsible for 
the era of greatest progress in oil well drilling 
procedure through development of radically 
improved designs of equipment, particularly 
through adoption of steel in place of wood as 
the basic material. 


* ca * 


Texas No. 1 CHAPTER OF THE NOMADS 
was organized at a dinner at River Oaks Club, 
Houston, September 15th, with Rex Ham- 
AKER (Reed Roller Bit Company) as presi- 
dent and FRANK CHAMPION (Byron Jackson 
Company), who assisted in the original organ- 
ization in Los Angeles, as vice-president. The 
Nomads is an organization of men who have 
seen overseas service with oil companies or 
with American manufacturers of oilfield equip- 
ment and has as one of its primary purposes 
to see to it that when an oil company sends a 
representative to the Gulf Coast to study 
equipment and methods that visitor will be 
given entree to all available information and 
manufacturing plants, instead of being clos- 
eted during his entire stay with one or two 
oil-equipment manufacturers. Other officers 
elected were: KENNETH CRAVER (Thornhill- 
Craver Company), first sergeant-at-arms; 
GORDON RICHMOND (Hughes Tool Company), 
assistant sergeant-at-arms;WILLIAM V. GROSS 
(Oil Weekly), secretary-treasurer; Ray L. 
DuDLEY (Gulf Publishing Company), assist- 
ant secretary-treasurer. 


Seen recently at the Petroleum Industries Building 
at the N. Y. World’s Fair — Top: Earl Shell, 
secretary of the state of Oregon; E. E. Puryear, 
of the executive committee of Petroleum Industry 
Exhibition; and Fiorello H. La Guardia, Mayor of 
New York City; discussing motor vehicle control. 
Center: Dr. A. Hrdlicka, curator U. S. National 
Museum, Dr. Thos. G. Delbridge, manager of 
research and development for Atlantic Refining 
Company; Thos. H. Taylor, chairman of Petroleum 
Industry Exhibition, Inc.; Dr. Nathaniel E. Loomis, 
vice-president of Standard Oil Development Com- 
pany; and Dr. Gustav Egloff, prominent oil scien- 
tist; at a dinner held in honor of technologists in the 
petroleum industry. Right: Fred Douglas, execu- 
tive of Raffineries de la Vacuum Oil Compagnie 
S.A.F. of Paris, stops for a visit to the 200 ft. 
derrick while on a combined business and pleasure 
trip to the United States and Canada. 
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Preliminary 

Figures 

Sept. Oct. Nov. Dec. Jan. Feb. Mar. Apr. May June July Aug. 

1938 1938 1938 1938 1939 1939 1939 1939 1939 1939 1939 1939 
98,661,000 101,830,000 98,567,000 102,287,000 102,490,000 93,475,000 106,768,000 105,510,000 110,541,000 104,607,000 110,937,000 80,600,009 
17,500,000 17,400,000 17,250,000 17,050,000 17,000,000 17,500,000 18,000,000 18,100,000 18,500,000 18,700,000 18,200,000 18,100,009 
16,271,096 17,352,171 16,356,204 16,744,163 16,489,347 14,899,459 15,646,415 16,980,646 17,676,580 16,430,693 17,000,000! 17,000,000 
5,676,998 7,136,578 7,221,080 6,624,726 6,408,776 4,982,000 6,999,058 7,244,370 6,801,192 6,900,000! 7,000,000! 7,000,000 
2,917,167 3,049,196 3,015,432 3,177,589 3,129,007 2,969,950 3,393,286 3,400,503 3,602,543 3,498,094 3,557,020 3,600,000 
1,069,872 1,123,102 1,090,009 1,114,535 1,115,570 1,000,937 1,134,647 1,123,474 1,173,509 1,154,341 1,156,942 1,156,000 
482,417 523,623 515,160 529,658 535,297 503,441 550,097 509,355 530,273 514,565 565,181 565,000 
50,355 50,444 45,750 45,773 49,200 55,219 67,442 82,914 89,975 77,305 73,962 73,00 
3,915,029 4,028,750 3,847,324 3,969,300 3,934,338 3,638,020 3,973,053 3,759,111 3,839,580 3,684,366 3,902,333 3,830,000 
3,416,583 3,313,182 3,098,725 3,245,558 2,470,000! 1,960,000! 3,118,021 3,140,120 2,945,000! 3,100,000! 3,245,000! 3,250,000 
2,621,547 2,431,949 2,420,143 2,290,777 2,414,878 1,955,122 2,699,272 2,608,216 2,663,827 2,721,992 2,807,402 2,735,000 
1,797,158 1,891,825 1,863,838 1,908,879 1,710,565 1,633,621 1,818,765 1,826,928 1,899,735 1,851,716 1,771,111 1,850,000 
1,514,893 1,594,480 1,503,489 1,664,322 1,652,412 1,499,197 1,630,789 1,569,298 1,645,040 1,575,321 1,620,564 1,640,000 
1,358,000 1,360,000 1,358,000 2,028,000 1,534,000 1,430,000 1,556,000 1,549,000 1,556,000 1,530,000 1,556,000 1,556,000 
1,280,691 1,331,111 1,303,990 1,321,883 1,251,162 1,103,878 1,210,288 1,151,193 1,078,426 1,051,265 1,100,000! 1,100,000 
714,349 708,962 613,281 623,907 647,988 610,766 658,822 629,336 626,009 628,812 671,892 670,000 
623,630 604,885 591,029 651,495 698,103 424,277 600,863 635,000! 640,000! 635,000! 640,000! 640,000 
886,111 685,088 445,514 489,303 531,564 356,218 384,461 558,779 713,450 700,000! 723,500! 731,000 
478,080 477,459 484,207 510,500 506,467 453,571 492,374 466,328 486,815 472,162 498,650 499,000 
328,098 331,792 307,433 313,2 332,592 330,584 395,181 373,126 409,782 373,510 391,098 410,000 
26,772 43,697 29,000! 34,259 33,609 46,666 43,293 54,375 64,840 78,944 85,131 87,00 
10,933 13,747 10,502 9,879 10,546 9,000! 10,000! 9,000! 10,000! 9,000! 11,000! 11,000 
321,134 330,412! 318,000! —- 316,702 325,293 298,259 333,618 326,408 333,800! == 318,000' 339,000! 330,000 
170,597 220,451 224,255 173,737 224,885 218,594 222,368 218,594 221,229 220,814 222,072 222,400 
217,058 210,348 197,809 217,528 253,874 213,185 236,042 215,000! 230,000! 215,000' 230,000! 230,000 
189,037 192,702 185,669 192,882 195,556 171,634 181,938 175,896 193,753 113,710 206,868 207,000 
40,556 136,947 152,632 139,038 155,605 170,865 215,270 234,742 281,325 392,932 342,558 350,000 
123,476 223,165 115,952 118,512 116,030 105,714 115,980 110,982 112,572 106,077 109,797 112,000 
157,533 208,377 211,841 221,156 308,946 301,102 330,445 328,376 369,972 426,808 439,363 440.000 
68,655 Nil Nil 6,220 99,206 67,914 125,440 244,576 81,839 79,971 89,000! 89,000 
8,267 8,622 8,533 7,937 7,511 8,090 8,324 7,797 7,253 7,181 7,600! 7,600 
41,104 42,296 40,797 48,0001 42,000! 40,000! 42,0001 41,000! 42,000: 41,0001 42,000! 42,000 
38,240 49,800! 43,303 47,671 49,199 49,578 67,261 67,000! 70,000 67,000! 70,000! 70,000 
8,500 8,800 8,500 9,000 8,800 7,000 8,700 8,500 8,700 8,500 8,700 8.700 
50,000 48,000 50,000 48,000 50,000 35,000 50,000 48,000 50,000 48,000 50,700 50.700 
163,034,936 168,952,001 163,494,401 168,191,035 166,782,326 152,523,861 173,087,513 173,307,935 179,496,019 172,339,079 179,662,444 149,262.40 


* Includes natural gasoline (naphtha) production. 
* International Petroleum Company and Lobitos Oilfields, Ltd., 

















figures combined. 


Comparative Cumulative 
Daily Averages in Barrels 





Jan.-Aug. 
1939 1938 

United States.............- 3,353,613 3,341,314 Be PONG. 5.5.6 0:0:0:6:0:0:0 5:08.05 
Movies Welham... ..ccccccees 593,004 563,753 er 
ee, Ee eee 543,717 500,804 on CIEE ere eee 
Baad tll dtd inte a aa 4 ace 219,487 212,612 rhs Tach toh edi st sts de ie 
Netherland India: Sumatra 111,730 92,863 Netherland India: Sumatra.. 

ENC Os bese peeesce 37,100 34,629 Re 

| EE ee ee 17,585 20,215 Ria bias Ace e es bba8 

ede veeeneveccen 2,342 1,712 CI its.66 sacha dwoaéss 
ER ric vaunnse band ads 125,765 133,734 ee 
DR cossdin as nawedetece 95,589 104,658 SE “rh slenteaneedeosunns 
DE che che bnbdvendeneaen 84,797 86,376 PR bisse sts atecndascanennas 
Eee ea er 59,105 58,107 ERE Peer ee 
NG hs ran4odniamadsals 52,809 47,115  . £50ssecnthiecccvees 
DN cckticeeneamaeemace 50,481 44,580 Past ka ceereesecoenes 
Mt ) «teediecvssbeesun 37,227 39,797 Petite sc6seaveeniesaeaeae 
RR aerery een 21,167 23,615 DD <<ektvutesediaseewe 
i civchieceteanesenies 20,219 20,656 | SE eee re 
Ce 19,337 18,233 niin vik okie Rew ekeae 
A cuikxadadsedentaaken 15,948 14,144 Tac ce ner cwssnseresosees 
Great Germany: Old Reich. 12,411 10,574 Great Germany: Old Reich... 

ER ee 2,033 973 ee 
Slovakia and Moravia. 327 353 Slovakia and Moravia. . 

SEES hee porter 10,681 10,442 ERE Re eee 
Dita rhKiardeweccanwn 7,288 6,264 Ris bh va chtene oie teeny 
ere 7,503 6,510 0 nee 
a ee ree 5,952 6,161 DE‘ sescdknsacssaniion 
Saudi Arabia............... 8,820 107 0 ere ee 
ce ee ene 3,659 4,295 Dnt vite ctcehseaeds enc 
I Ree eer 12,120 3,137 SERS ee arr neers 
Italian Empire: Albania... . 3,609 1,361 Italian Empire: Albania... ... 

Sp ree 252 299 ee 
Err ere ree 1,366 1,429 Nik caadtneeetanieaueeh 
SESE ee 2,099 640 NGS a Si a re ance 
eee tee 278 296 er ee 
Other Countries. .......... 1,574 195 Other Countries.............. 
WORLD TOTAL.......... 5,540,994 5,411,952 eo 
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* Russian S 
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ded with U.S.S.R. 
5 Anglo-Iranian Oil Company, Ltd., figures revised 


—fuel oil returned to the ground has been deducted. 
® Bahrein Petroleum C 





RP a? Ltd., fig . 


1 Does not include Assam or Punjab, which are 


* Includes Madura. 


listed together under British India. 
* British Malayan Petroleum Company, Ltd.., figures. 


Official Crude Oil Production Figures for 1932 to 1938 (Revised) in Barrels 


1938 1937 1936 1935 
1,213,254,000 1,279,160,000 1,098,516,000 996,596,000 
206,192,000 201,856,661 199,635,921 184,008,033 
173,506,497 187,675,477 155,270,840 148,809,057 
78,320,840 78,109,001 62,977,950 57,520,488 
34,538,128 33,451,511 30,469,428 28,004,595 
12,812,383 12,960,072 13,068,910 13,529,185 
6,955,283 7,152,931 3,618,293 3,462,440 
607,622 537,436 375,823 311,872 
48,366,000 52,395,725 63,532,846 61,270,072 
38,505,824 46,455,687 41,027,915 40,240,563 
32,404,000 30,603,660 29,913,150 27,410,983 
21,581,588 20,297,543 18,756,110 17,597,655 
17,736,176 15,502,989 13,237,030 11,671,224 
17,076,223 16,354,717 15,457,960 14,297,025 
15,908,279 17,459,112 17,593,069 17,056,555 
8,297,998 7,762,264 4,644,635 1,264,807 
7,499,498 7,847,553 7,587,718 7,181,113 
6,936,479 2,995,025 1,507,931 1,447,204 
5,387,214 4,397,038 3,296,938 3,302,905 
3,850,044 3,148,300 3,076,858 2,967,438 
370,038 221,266 50,092 44,347 
130,867 122,790 126,603 136,580 
3,828,438 3,799,862 3,869,575 3,901,881 
2,511,184 2,487,841 2,403,072 2,294,878 
2,330,209 2,161,653 1,978,329 2,037,810 
2,257,278 2,161,436 1,942,467 1,731,785 

495,135 64,968 19,777 Nil 
1,624,882 1,655,565 1,547,882 1,776,593 
1,561,231 1,163,267 1,262,666 1,255,151 
437,597 380,292 219,693 41,218 
106,083 112,700 129,653 128,615 
516,240 507,067 534,063 529,664 

330,829 13,910 100 Nil 
106,620 123,123 104,746 163,295 
243,000 70,000 37,100 32,300 


1934 
908,065,000 
175,635,783 
136,098,681 

57,902,092 
26,336,011 
14,335,543 
3,778,920 
273,698 
61,849,306 
38,171,946 
7,639,849 
17,337,900 
10,894,363 
14,021,901 
16,314,381 
285,072 
7,278,859 
1,410,895 
2,705,350 
2,204,402 
27,965 
177,797 
4,011,336 
1,872,837 
1,921,863 
1,636,619 
Nil 
1,942,591 
1,527,252 
17,500 
162,449 
700,000 
Nil 
157,875 
64,000 


1933 
905,656,000 
155,596,429 
117,113,940 

54,440,075 
22,345,172 
15,003,175 
3,600,816 
285,335 
53,919,708 
34,000,830 
1,094,915 
13,156,126 
9,561,353 
13,690,556 
13,257,318 
31,377 
7,114,311 
1,145,333 
2,035,656 
1,656,602 
5,765 
121,695 
4,174,979 
1,504,412 
1,628,803 
1,619,902 
Nil 
2,206,815 
1,653,535 
11,437 
213,534 
786,366 
Nil 
111,973 
54,100 


1932 
785,159,000 
155,927,997 
115,615,782 

49,516,697 
18,570,928 
15,228,615 
3,837,142 
309,957 
53,651,978 
32,805,4% 
87,840 
16,415,214 
10,126,121 
13,138,747 
9,899,265 
902 
7,073,437 
1,044,412 
1,200,026 
1,594,807 
804 
126,603 
4,219,634 
1,683,439 
1,743,878 
1,597,641 
Nil 
2,329,733 
1,071,976 
9,212 
242,563 
755,146 
Nil 
41,907 
73,300 





1,966,585,707 2,041,168,442 1,797,891,143 1,652,023,331 1,516,760,036 1,438,797,443 1,305,574,242 
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nary Preliminary 
ce Figures 
x Sept. Oct. Nov. Dec. jan. Feb. Mar. Apr. May June July Aug. 
39 1938 1938 1938 1938 1939 1939 1939 1939 1939 1939 1939 1939 
nan Te United States..............0... 13,189,481 13,785,028 13,343,306 13,846,893 13,874,374 12,653,243 14,445,677 14,275,470 14,956,000 14,153,000 15,009,700 _11,500,000 
Bie Oe gostes Ualem?..........20200000. 2,401,000 2,387,000 2,366,000 2,339,000 2,332,000 2,400,000 + 2,469,000 2,480,000 2,536,000 2,590,000 2,500,000 —_—- 2,480,000 
4 ee 2,404,477 = - 2,564,234 = 2,417,054 2,474,385 2,438,207 2,201,782 2,323,150 2,521,254 2,624,585 2,439,598 2,525,000! 2,525,000 
0,000 Seth, 1.02 csvccscencsvcccoseces 750,824 943,864 955,040 876,168 849,376 660,400 927,608 960,120 902,208 918,000! 920,000! 920,000 
0,000 Netherland India: Sumatra... . 391,566 409,288 404,756 426,522 420,001 398,651 434,424 435,476 461,214 447,842 455,386 460,000 
6,000 ESE ae ene 143,607 150,752 146,310 149,602 149,741 134,354 146,543 142,552 150,238 147,784 148,117 150,000 
5.000 AE SG ay 64,754 70,285 69,149 71,095 71,852 67,576 70,426 65,210 67,888 65,877 72,357 71,000 
3,000 CE nncdesccseswocans 6,759 6,771 6,141 6,144 6,604 7,412 8,634 10,615 11,519 9,897 9,469 10,000 
0,000 PlowmmaMAR. 2... cc ccccccccccece 534,475 550,000 525,232 541,884 537,111 496,658 538,719 509,710 520,621 499,575 529,130 520,000 
RETIRES EES 507,212 491,862 460,025 481,823 367,000! 291,000! 457,859 461,104 432,000 455,000! 477,000 478,000 
TTT EES 351,508 326,086 324,503 312,734 323,797 262,151 360,817 348,648 356,079 363,854 375,271 376,000 
0.000 SE: betbncckaenanenessaed 250,475 263,669 259,768 266,046 238,406 229,371 253,663 254,802 264,956 258,258 247,017 258,000 
dk ds uniddganinnncta 213,185 224,385 211,580 234,214 232,537 210,413 229,306 220,717 231,370 221,564 227,927 231,000 
6.000 Avgemtima!........00cceessccees 193,500 194,000 193,500 288,930 218,000 202,000 221,000 220,000 221,000 217,500! 221,000 221,000 
0,000 Discos cebeocescesseoones 167,718 177,893 172,805 175,667 166,281 146,286 159,774 151,973 142,367 138,782 146,000! 146,000 
0,000 PEP. cncccdccnscosoveeceves 97,479 96,660 83,585 85,009 88,264 83,180 89,811 85,920 85,353 85,840 91,642 91,400 
- — Eee 86,101 83,548 81,634 89,985 82,992 58,602 96,423 87,800! 90,0001 87,800! 90,000! 90,000 
A ss nwanavenccenuseisics 111,686 86,545 56,280 61,812 67,151 45,000 57,640 71,109 90,793 88,500! 92,000! 93,000 
EE cnsctnnadancnabinnineats 62,688 62,607 63,491 66,939 66,410 59,474 65,749 62,271 65,007 61,996 65,474 65,500 
0,00 | Great Germany: Old Reich"... 47,256 47,788 45,865 45,111 47,562 47,614 56,654 53,357 58,205 53,412 55,927 58,300 
7,000 EE niaasenennen ane 3,994 6,519 5,600! 5,111 5,014 6,962 6,454 8,106 9,666 11,289 12,691 13,000 
1,000 Slovakia and Moravia... . . 1,597 2,008 1,534 1,443 1,545 1,500! 1,500! 1,400! 1,500! 1,400! 1,600! 1,600 
0,000 Pi os0s deekebeduwbsssadess 42,366 43,590 42,000! 42,688 43,819 40,202 44,968 44,000! 45,000! 41,000! 45,000! 45,000 
2,400 BEEP. .cccceccccccscvevevecsss 24,277 31,376 31,913 24,724 32,003 31,094 31,631 31,095 31,469 31,410 31,589 31,700 
0,00 | British India”.................. 29,968 29,054 27,322 30,045 35,065 29,445 32,602 30,000! 33,000! 30,000! 33,000! 33,000 
7,000 Pbseecsecceskececesenesee 26,791 27,310 26,314 27,336 27,715 24,325 23,986 23,190 25,544 25,539 27,272 27,500 
000 Saudi Arabia................... 5,498 18,570 20,697 18,590 21,100 23,169 29,190 31,821 38,148 41,078 46,450 47,500 
2,00 Es cxicncescccccesonnses 16,191 16,150 15,204 15,540 15,214 13,862 15,838 14,197 14,401 13,343 13,811 14,300 
TTL REN 22,521 29,789 30,285 31,617 44,390 43,045 47,193 46,897 52,838 60,955 62,748 62,800 
9,000 Italian Empire: Albania"....... 10,247 Nil Nil 41,674 14,869 10,179 18,801 36,657 12,266 11,980 13,000! 13,000 
7,600 ree Rimes 1,027 1,071 1,060 986 933 1,005 1,034 968 901 892 950! 950 
CE MD cic wiinsevneasossanesss 5,756 5,923 5,713 6,000 5,900! 5,500! 6,000! 5,700! 6,000! 5,700! 6.000! 6,000 
0,000 i+ sa nodes ed aeeeeebeee 4,947 6,400! 5,602 6,167 6,619 6,670 9,049 9,000" 9,500! 9,000! 9,500! 9,500 
8,700 A Ceetiesines satie «inn eupkls aiatind 1,000 1,100 1,000 1,130 1,100 900 1,000 1,000 1,000 1,000 1,000! 1,000 
0.70 | Other Countries”’............... 7,000 6,700 7,000 6,700 7,000 6,000 7,000 6,700 7,000 6,700 7.100 7,100 
2,400 ee 22,178,931 23,353,817 22,407,268 23,099,714 22,839,952 20,899,025 23,689,123 23,708,839 24,555,636 23,595,365 24,570,128 21,058,150 
| are ® Jap Saghalin, Taiwan (Formosa) and Hokkaido in- % Anglo-Egyptian Oilfields, Ltd., figures. 7 Estimate representing Morocco, Cuba, New Zea- 
cluded with Japan. 4 Prussia, Thuringia and Baden. land, Barbados, Greece, Algeria, Yugoslavia, 
ures. Excluding Burma. 4% Formerly known as Austria. Australia, Great Britain, Kuweit and China. 
* Sarawak Oilfields, Ltd., figures. 1% Italian imports of Albanian crude oil. 8 Official Figures—Petroleos Mexicanos. 
Comparative Cumulative Official Crude Oil Production Figures for 1932 to 1938 (Revised) in Metric Tons 
Daily Averages in Metric Tons 
Jan.-Aug. 
32 ass mses 1938 1937 1936 1935 1934 1933 1932 
9,000 United States.............. 456,245 448,824 United States................. 163,228,715 172,822,797 148,707,864 134,912,143 122,913,903 122,601,191 106,289,292 
17,997 ee 81,428 79,695 Seviet Union................. 28,859,000 27,867,025¢ 27,384,900 25,241,100 24,092,700 21,330,100 21,389,300 
5,782 i bntnieewekawdoade 80,652 74,013 0 ee 27,845,286 27,733,926 22,945,299 21,990,373 20,112,115 17,293,193 17,085,334 
6,697  desenwenicdaahelnsadee 29,044 eh ee 10,358,495 10,330,480 8,329,289 7,607,500 7,657,970 7,200,093 6,548,941 
0,928 Nether taad India: Sumatra 14,457 12,471 Netherland India: Sumatra... 4,662,836 4,490,137 4,114,710 3,759,006 3,535,035 2,999,352 2,492,742 
8,615 RO ie 4,812 4,648 ee 1,719,783 1,739,607 1,773,545 1,815,998 1,924,234 2,013,849 2,043,707 
7,142 Sern 2,272 2,713 RT eee et ere 933,595 960,125 499,097 464,757 510,320 483,331 515,187 
9,957  aiuici Wiulautees-aw 305 230 es shew. S:d and mines 81,560 72,139 50,446 41,862 36,738 38,300 41,605 
1,978 idee cians 17,084 18,255 I ci cncuekedehdnkaean 6,603,000 7,153,000 8,704,000 8,394,000 8,473,355 7,387,000 7,350,321 
15,496 EEA EEE ee 14,070 15,537 sabe cesnncddtnsrecsouss 5,716,423 6,896,657 6,090,842 5,973,955 5,666,857 5,049,109 4,870,175 
7,840 EIS Re ee oe eee 11,385 11,290 0 ee re 4,345,000 4,126,185 4,079,066 3,724,231 1,048,108 147,943 118,887 
5,214 Ses eee 8,249 | i ic iauineceae seeds 3,007,935 2,844,251 2,614,092 2,452,635 2,416,432 1,833,606 2,287,835 
6,121 _ RCIA eren 7,427 6,636 EE 2,472,943 2,181,676 1,862,796 1,642,446 1,533,122 1,345,532 1,425,009 
8,747 IIe... one. ccccssccecc 7,167 6.358  Argentina.................... 2,432,857 2,330,063 2,202,304  —-2,036,903 1,997,706 1,950,499 1,871,882 
9,265 ah air Sieh Nell icsin inp hed 4.928 5,785 ene ee 9,099,885 2,313,691 2,331,454 2,260,903 2,161,990 1,756,867 1,311,856 
902 Ee ee 2,886 3,160 bind Sideeks eee semis 1,130,734 1,058,557 635,555 173,072 39,008 4,293 123 
3,437 TE inics d eabawencda 2,813 Ms vittinendnidbenetaue 1,039,960 1,083,391 1,047,593 991,456 1,004,951 982,233 976,589 
4,412 iL a ek ins 2,491 2,303 0 EE ee eee 876,016 378,430 190,495 182,820 178,233 144,686 131,937 
10,026 EERE errs 2,107 1,858 ree ie eee 707,123 576,545 470,991 471,842 386,478 290,808 171,432 
4,807 Great Germany: Old Reich. 1,774 1,506 Great Germany: Old Reich... 552,074 453,451 444,600 427,400 317,500 238,600 229,700 
804 Rn 301 74 Cis nébwsedcsewe ‘ 63,468 33,010 7,473 6,616 4,172 860 120 
6,603 Slovakia and Moravia. 50 52 Slovakia and Moravia... . 19,282 17,936 18,665 19,946 25,971 17,77 18,493 
9,634 ESE 1,436 1,376 EE tena neganse vatenccnde 504,678 501,301 510,630 614,760 529,200 550,670 556,680 
3,439 Sica acne bai ncvleen 1,037 1,004 DE tisenaviesenenacanesd 356,328 341,040 341,976 326,580 266,520 212,667 239,567 
3,878 British India............... 1,054 898 MI nc cccsewcseecees 322.125 298,450 273,137 281,072 265,341 224,879 240,767 
7,641 SS re B44 871 Chiat agakariswade bee 319,877 306,326 275,293 245,434 231,947 229,578 226,423 
Nil Saudi Arabia............... 1,146  -. ee eee 66,683 8,070 2,447 Nil Nil Nil Nil 
9,733 EE SS sii id beeibw bien 473 564 SS ee 200,126 217,085 221,126 253,799 277,513 315,259 332,819 
1,976 | SESS ne 1,732 448 DE Mivivitceesunbakeasantss 223,058 166,298 177,491 176,436 214,671 232,437 265,055 
9,212 Italian Empire: Albania... . 538 200 Italian Empire: Albania...... 65,313 56,760 32,760 6,152 2,500 1,707 1,375 
2,563 _ = agers 31 37 0 er ee eee eee 13,178 14,000 16,106 15,977 20,180 26,526 27,046 
5,146 | a re 193 199 Ee ee 72,106 71,008 74,788 74,172 98,025 110,120 105,758 
Nil Hungary Me iaehe padi 283 Se avi sueresenvaswaaess 42,798 13,910 13 Nil Nil Nil Nil 
1,907 ee een 33 SS Css kanasdeaedensvagnsee 13,262 15,487 13,197 20,540 19,858 14,085 5,284 
3,300 Other Countries. .......... 225 27 Other Countries............... 34,080 10,000 5,300 4,600 9,100 7,700 10,500 
4,242 WORLD TOTAL........... 760,972 740,652 WORLD TOTAL.............. 270,979,582  279,495.814 240.539,340 226.410.486 207,970,753 197,024,849 179,181,741 
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The new pipeline from the Barco con- 














cession to tide water at Covenas, Colom- 
bia, is expected to be officially inaugurated 
late in October, 1939 — above and left, 














the pipeline as it neared completion about 
150 miles inland from Barranquilla. 
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New Colombian Oil Decree Regulates 
Maximum Acreage Obtainable. 


Tue NatioNAL GOVERNMENT recently 
issued an important decree for the purpose of 
regulating certain features of Colombia’s ex- 
isting oil legislation. 

The most important provisions of this de- 
cree define and limit the maximum acreage 
which may be acquired by concession by a 
single person or company to 200,000 hectares, 
which may be acquired wholly in lands lying 
east of the Eastern Cordillera, or divided be- 
tween those lands and the areas referred to 
in the first paragraph of article 3 of Law 160 
of 1936. The maximum acreage obtainable in 
the latter zone is limited to 100,000 hectares, 
and not more than one contract may be ac- 
quired directly from the government, plus an- 
other by assignment, in each zone. In general, 
the minimum acreage which may be covered 
by a concession is fixed at 5,000 hectares. 

The importance of this decree and its legal 
effect can only be understood in the light of 
the legal provisions which it regulates. 

The aim of the decree is unquestionably to 
foment the development of the oil industry, to 
define clearly the maximum acreage which 
may be acquired by one person or company 


By James Raisbeck, Jr. 


and to legalize situations already created. 
To the impartial and legalistic observer, how- 
ever, greater security for the concessionaire 
would be achieved by incorporating the prin- 
cipal features of the decree in a law. 

Under existing law, one person or company 
can obtain only 50,000 hectares direct from 
the government, plus an additional 50,000 
hectares by transfer from a third person. This 
maximum of 100,000 hectares may be ac- 
quired in any part of the country. No pro- 
vision of the law limits this maximum to any 
particular region. However, the second para- 
graph of article 3 of Law 160 of 1936 states 
that the nation may execute contracts cover- 
ing extensions up to 200,000 hectares for each 
concession in lands lying to the east of the 
Eastern Cordillera, and concludes with the 
provision that no one may acquire, directly 
or by assignment, a greater area than that 
indicated. 

The general idea of the Colombian law- 
maker, in the light of the history of the exist- 
ing legislation, was to fix the maximum acre- 
age obtainable by a single person or company 
at 100,000 hectares, that is, 50,000 hectares 


Courtesy Caterpillar Tractor Co, 


direct from the government, plus an addi- 
tional 50,000 hectares by transfer from a 
third person. 

Where, however, a concessionaire under- 
takes to develop the oil resources of the coun- 
try in the lands lying to the east of the East- 
ern Cordillera this maximum of 100,000 hee- 
tares is increased to 200,000 hectares as an 
added incentive and consideration for the 
special difficulties, risks and nature of the 
region. 

It therefore seems reasonable to affirm that 
no person or company may legally obtain the 
maximum of 100,000 hectares, in the manner 
and form to which reference has previously 
been made, plus the 200,000 hectares in the 
region just mentioned. If this is the case, the 
decree just issued, in-so-far as it permits one 
person or company to acquire the maximum 
of 100,000 hectares, in the form indicated, on 
one side of the Eastern Cordillera, plus an ad- 
ditional 100,000 hectares on the other side, 
would seem to authorize the acquisition of a 
larger acreage than the law permits. 

If the general idea of the lawmaker was to 
grant to concessionaires 100,000 hectares on 
one side of the Cordillera, plus 200,000 hec- 
tares on the other side, then the decree in-so- 
far as it limits the acreage obtainable by a 
single person or company to 200,000 hectares 
effectually limits the acreage to which one 
person or company is legally entitled. Under 
the circumstances, greater security would be 
afforded the concessionaire by the passage of 
a law clearly defining the maximum acreage 
obtainable by a single company. Such a law 
would not only protect investors, but elimi- 
nate all possibility of future conflicts which is 
so essential to the orderly development of the 
oil industry. 

It is generally considered that a modifica- 
tion of existing legislation authorizing the 
granting of larger areas to companies finan- 
cially capable of developing the country’s oil 
resources would give an added impulse to the 
already increased activity in the development 
of the oil industry. 
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Russian Oil 


Seventh of a Series Dealing with the 
Soviet Petroleum Industry in all its’ 
Phases. Baku, Grozni, Maikop, Daghes- 
tan, Crimea, Kubzan, Emba, Ural- 
Volga, and Soviet Ukraine have been 
dealt with in Previous Issues, While 
this Article Surveys the fields of Central 
Asia. 


Cenrtrat Asia is the area extending east- 
ward from the Caspian Sea. On the south it 
is bounded by Iran and Afghanistan, while on 
the east it is limited by the Sinkiang province 
of China and by British India. The Aral Sea 
and the Altai Mountains form natural bounda- 
ries that separate the area from the rest 
of Siberia. 

The area represents what was formerly 
Russian Turkistan, which was separated from 
Siberia by the Soviets in 1921 and partitioned 
into the autonomous states of Turcoman, 
Tadjikstan, Uzbekstan and Kirgisia. Of these 
as yet only Turcoman and Kirgisia are oil 
producers for the remaining Central Asian 
provinces are, for the most part, desert area. 
It is likely that the desert sands also cover 
oil but it is not probable that much prospect- 
ing will be done there until after the Soviets 
have developed their oil industry in other and 
more accessible regions. 


Turcoman Fields 


Importance of Turcoman is dwarfed some- 
what by its proximity to Baku. It comprises 
some 192,000 sq. mi. and includes the island 
of Tcheleken. Bordering on the Caspian Sea 
and being served by the port of Krasnovodsk, 
the territory’s development was initiated prior 
to that of the province of Kirgisia in which 
lies the fertile and petroliferous area known 
as the Ferghana Valley. 

Production was carried on in a small way 
as early as 1872 and commercial development 








Survey — PART VII 


began in 1903. In 1910, output amounted to 
200,000 tons of crude per year, but produc. 
tion from this area fell off during the World 
War. After nationalization, operations here 
were resumed and output reached 150,000 
tons in 1933 and more than 300,000 tons in 
1935. Extensive prospecting is being carried 
on in the attempt to meet the huge demand 
arising out of the proximity of Turcoman to 
the markets of Siberia and the East. 

Operations away from the coast of the 
Caspian Sea are impeded by the desert ter- 
rain, the lack of roads and the poor vegetation 
in the arid territory but in spite of these ob- 
stacles, the Soviets have succeeded in produc- 
ing from six areas where oil outcrops indicated 
the presence of oil domes and from six addi- 
tional areas where hydrocarbon gases have 
been discovered. 

These twelve areas include Tcheleken and 
Neftdag, in the northern coastal area, and 
Chikishlar in the southern portion bordering 
on Iran. Tcheleken Island is one of a group 
of hills that were partially submerged by the 
Caspian Sea. The presence of mud volcanoes 
that emitted gas and oil tended to indicate 
the petroliferous nature of this area many 
centuries ago. Production today yields a 
crude which, unlike that of Baku, contains no 
paraffin. Deep drilling is not required at 
Tcheleken, for oil comes in at depths between 
2,000 ft. and 3,300 ft. Good results were ob- 
tained from recent deeply drilled wells, indi- 
cating a large potential source for increased 
production from this area. The territory 
available at Tcheleken for oil production 
covers 110 sq. mi. and the fact that the island 
is only 25 mi. from the port of Krasnovodsk 
facilitates transportation from this region. 

The Neftdag field is on Neft Mountain, 
about 90 mi. from Krasnovodsk along the 
Central Asia railroad. Shale deposits at Neft 
are covered by sand and salt, and the geo- 
logical structure beneath the anticline forma- 
tion is not unlike that found at Baku. Neft- 
dag has tectonics similar to those of Tchele 
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ken, Boyadag and Monjukli. These tectonics 
are of a voleanic nature with eruptions exist- 
ing at several places. The tectonic line, which 
can be followed up to the Amu Daria River, 
js accompanied by sulphurous ridges, outcrops 
of oil and hydrocarbon gas exits. 

Between 1882 and 1887, several shallow 
wells were drilled which yielded from three to 
five tons per day. In 1933, a few wells came in 
at depths below 3,300 ft. with yields of as 
much as 5,000 tons during the first day. One 
of the wells drilled at this time ran wild and 
could not be capped for three weeks, during 
which time about 100,000 tons of oil escaped. 


Chikishlar is an area 25 mi. wide extending 
for 60 mi. along the coast of the Caspian Sea. 
Mud volcanoes, some of which are active and 
bring up water, oil and gas, are prevalent in 
this region. As there are few outcrops, it is 
probable that they have been overthrust by 
recent and ancient formations of the Caspian 
Sea. While Chikishlar borders on the Cas- 
pian, the waters there are too shallow for navi- 
gation and the territory must await the con- 
struction of rail facilities to Krasnovodsk be- 
fore it may be exploited to any great degree. 

In the southeast corner of Turcoman, along 
the railroad between Bakhara and Stalinbad, 
lies the Gaurdag Mountain. At Gaurdag, op- 
erations are carried on for the extraction of 
sulphur. Similar to the formations at Boiling 
Point, Texas and at several places in southern 
Louisiana, the structures at Gaurdag are 
dolomite-gypsum caps on the sides of which 
exist oil deposits. This oil is of a light grade 
and comes from Mesezoic formations. While 
the Gaurdag field lies within the area over 
which the Ferghana management has control, 
the development of the field is left to the 
authorities in charge of operations in Turco- 
man as it is 850 mi. from Kokand, the center 
of the Ferghana field. 

The development of the Turcoman fields is 
important in view of the fact that this region 
gradually is being industrialized, being trans- 
formed from an agricultural region to a pro- 
ducer of cotton, textiles, butter, leather, ce- 
ment, beet sugar and the like. This industrial- 
ization is increasing Turcoman’s demand for 
oil, and as transportation to the area is diffi- 
cult, the Soviets have felt it important that a 
local source of supply be developed. 
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Ferghana Valley Oilfields— 


The Ferghana Valley is identical with that 
of the Sur Daria River. It is enclosed by a 
Paleozoic mountain chain, with the Chatkal 
Hills in the north, the Ferghana Mountains in 
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the east and the Alai and Turkistan Moun- 
tains in the south. The area may be divided 
into north, central and south portions, with 
the central belt including the lowlands, char- 
acterized by forests and sandy plains along 
the banks of the Sur Daria River and its 
tributaries, and the northern and southern 
areas being, for the most part, hilly forma- 
tions rich in light brown clays and sand and 
which are capped, occasionally, by snow and 
glacial structures. 

While modern production at Ferghana 
commenced in 1885, records of the past show 
that oil was produced here in the days of 
Alexander the Great. Commercial production 
did not begin, however, until the Russian 
Mailisai Oil Co. and a British company, the 
Ferghana Oil Fields Co., were formed in 1903 
to operate at Mailisai. In 1904, Nobel began 
the development of Chimion and the Central 
Asiatic Petroleum Co. opened the Santo oil- 
field. 

Production from the Ferghana fields totaled 
8,000 tons in 1904, grew to 45,000 tons by 
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SECURALOY IS CUTTING 
DEVELOPMENT COSTS! 


A 


@ There are many ways that SECURALOY is cutting 
development costs in oil fields throughout the world. 
Each field has its own particular list of applications 
developed to meet specific conditions within the field. 
But the four SECURALOY applications described here 
are being used generally in fields all over the globe— 
and are good ones to keep in mind for that tough devel- 
opment problem. 

For that matter, ANY application using SECURALOY is 
a good one to keep in mind, because this drillable oil 
field metal not only helps solve your development 
problems more efficiently, but it also safeguards your 
oil well investment with the positive protection that 
only a completely drillable metal can give. No matter 
what happens you can always drill up SECURALOY 
equipment and circulate it out of the well, thus leaving 
the hole open for further development operations! 

Our Engineering Department will be glad to give de- 
tailed information on these and other SECURALOY 
applications. When writing please give full informa- 
tion on conditions to be encountered! 


SECURALOY LINER CEMENTED AT TOP 

(WITH PLAIN ADAPTER AT TOP) 
Because SECURALOY can always be drilled up when- 
ever desired it can be cemented solidly in place with- 
out endangering the future of the well. Cement placed 
around top of liner confines gas above oil sand until 
needed, giving better control of gas/oil ratio. It also 
assures a tighter water shut-off around shoe, keeping 
top water out of producing formation. 


THE SAME APPLICATION AS ABOVE 

(WITH SLIP TYPE LINER HANGER AT TOP) 
This set-up is used where the liner is suspended off 
bottom or for unusually long liners. In both these ap- 
plications the SECURALOY and cement can be com- 
pletely removed with a drilling bit, thus leaving the 
well open for further deepening operations or other 
work without the need of reducing the liner size or 
changing the size of tubing and pumping equipment 
when re-completing the well. 


WINDOWS FOR SELECTIVE PRODUCTION 


Where secondary oil zones are present, liner 
is made up with blank SECURALOY Sections gpposite 
each zone. Everything above primary zone is then 
cemented off. When primary zone is depleted it is 
cemented off and secondary zones are opened up suc- 
cessively by drilling out window and cement sheath 
with wall scraper. Then perforated liner screen is set 
opposite zone for production. This method gives the 
advantages of complete open hole drainage without 
cost of drilling second well. This is especially desirable 
for low pressure wells. 


PRODUCING MULTIPLE ZONES 


By using SECURALOY Drillable Pipe and Ac- 
cessories, several oil sands, each with different grav- 
ities and pressure characteristics, can be produced to 
completion—either simultaneously or successively— 
through one oil well with the flow from each zone en- 
tirely isolated from the others...an operation that 
formerly required a separate well for each sand! There 
are four different Multiple Production methods in gen- 
eral use, all of them employing SECURALOY equip- 
ment, for safety and efficiency. Write for details on 
Multiple production applications! 
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See the “SECURITY” section in the 1939 Composite 
Catalog and the 1939 Drilling Equipment Directory 
for more complete information on Security products. 
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1908 and declined to 16,000 tons in 1920. 
After nationalization, the Soviets raised pro- 
duction from this area from 17,000 tons in 
1921 to 160,000 tons in 1935. With operations 
being pushed forward at Mailisai, Pitausai, 
Encunimsai. Singasi and Kulmen in the 
north; at Changirtash and Tekebel in the 
east or central belt and Chimion, Shorsu, 
Rishtan, Kamishbashi, Selrokho and Tasha- 
vat in the southern group. 

The tectonics of almost all the groups is 
characterized by a continuous series of shal- 
low water sediments of Oligocene-Eocene 
ages in the form of red and green marles and 
shell clays. The thickness of the various 
layers at Ferghana vary but their color and 
lithological composition are identical all 
through the area. 

Similarly, the oil-bearing layers at all the 
fields are, for the most part, clay beds crop- 
ping out from shell laminations and compact 
and brittle sand clay of the Oligocene age im- 
bedded below the clay beds. The saturation 
of deposits in both of these layers—the basic 
oil layers in the entire Ferghana region—is 
also identical throughout the territory. 

During the past three or four years, Soviet 
geologists have studied the Ferghana area 
and have come to the conclusion that it is 
possible to increase production here by means 
of deep drilling in the existing fields and by 
further development of oil regions adjacent 
to those existing fields. 

The geologists’ findings also revealed that 
there is no comparison between the Ferghana 
fields and those of Baku. While the produc- 
tive layers at Baku are 5,000 ft. in aggregate 
thickness and over 60 percent of their content 
is oil sands, the four or five layers in the Fer- 
ghana valley average about 650 ft. in aggre- 
gate thickness and are far less porous than 
the Baku layers, yielding less oil. Where the 
wells at Baku often produce as much as 
10,000 or 15,000 tons of crude daily, Ferghana 
wells rarely yield more than 300 or 400 tons 
per day and dry up much quicker than the 
Baku wells. 

Drilling conditions at Ferghana and other 
Central Asia fields, on the other hand, are 
such that drilling costs less than those at 
Baku. The lower cost and the immensity of 
the area in Central Asia tend to offset the 
advantages at Baku in the form of larger and 
longer flowing wells. 


The Chimion, Santo and Shorsu oilfields 
have refining facilities available at Santo- 
Chimion and Melnikovo-Vannovski in the 
form of natural gasoline plants and shell 
stills. To these refineries with daily capacities 
of from 3,500 to 4,000 tons of crude is to be 
added another refinery at Andijan with a 
capacity of 500,000 tons per year. 

Early in the Second Piatiletka, a refinery 
was planned at Melnikovo, to have a capacity 











LEACH EXCHANGERS 
for 


High Temperatures 
High Pressures 





High Heat Transfer 
Low Vapor Pressure Drop 
Long Tube Life 
| Easy Cleanability 


Leach Exchangers are fully protected 
by U. S. and foreign patents 


¢. iH. LEACH CO. 
| 117 Liberty St. New York 














REFINERY ACID PLANTS 
SLUDGE CONVERSION 
ACID PRODUCTION 
SEPARATING AND CONCENTRATING 
PLANTS 





Consultation, new design and 
remodeling, erection, equip- 
ment, training of working 
crew, initial operating 
supervision 


Chemical Construction Corporation 
30 Rockefeller Plaze, New York, N. Y. 
Cables: — Chemiconst, New York 
European Representatives, Cyanamid Products, Ltd., 

14 Finsbury Circus, London EC 2 


CHEMICO PLANTS are PROFITABLE INVESTMENTS 
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of 400,000 tons of crude per year, with pro- 
visions for extensions doubling this capacity. 
The refinery was to be of the Foster Wheeler 
type for deep fractionation and of the Winkler 
Koch type for cracking. Also under design 
were asphalt, shell and lubeoil installations. 
All the equipment for these projects was con- 
structed at the Podolski and Tuapse machine 
shops but the construction was transferred 
from Melnikovo to Ufa and no mention has 
been made, as yet, concerning additional con- 
struction of refineries in this region. 

Some of the Ferghana fields are connected 
by pipelines to the existing refineries but, as 
most of the refining facilities are on the Cen- 
tral Asia Railroad, many of the fields employ 
railroad transport. The railroad runs from 
Djisak through Khodjent and Melnikovo to 
Kokand where it branches into a northern 
and southern fork. The northern spur serves 
Chust and Namangan while the southern one 
goes through Chimion and Ferghana before 
rejoining the northern branch at Anjidan, 
where the road continues eastward to Djalal 
Abad and the oilfields at Suzak. 

There are two strong reasons why the Sov- 
iets feel it important to develop this area; the 
region, as center of the cotton-growing belt of 
Russia, draws heavily on other oil production 
and transport, and, because of its proximity 
to Iran and Afghanistan, may be able to 
satisfy Soviet exports to these and other 
eastern countries. The silk, cotton and min- 
eral industries demand as much as 1,500,000 
tons of crude yearly, placing a heavy load 
both on the other Russian fields and-en the 
mediocre transport facilities in the vicinity. 
While production from Ferghana does not 
meet these requirements as yet, there seems 
little doubt that the near future will see this 
region producing more than enough for its 
own needs. 
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PETROLEUM PRODUCTS OF UNSUR- 
PASSED QUALITY AND UNIFORMITY 


. . developed by extensive refinery 
and research organizations . . . backed by 
years of efficient practical performance 


Distributed in 


Arabia, Australia, Bahrein, Ceylon, China, Dutch East Indies, 
East Africa, Egypt, French Indo China, India, Japan, Korea, 
Malaya, New Zealand, Philippine Islands, Siam, South Africa 
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